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kAD-DLc/P-699 
April 30, 1968 

PANAM CITY WATER SUPPLY SYSTM 

SUMMARY AND RECOMMENDATION
 

1. 	BORROWER: 
 The Instituto de Acueductos y Alcantarillados
 
Naclonales (IDAAN), an autonomous GOP agency.
 

2. 	SIZE OF PROJECT: $23,000,000
 

3. 	A.,.D. LOAN: $15,000,000 of which $13,200,000 will be for U.S.
 
procurement and $1,800,000 will be for local purchases.
 

4. 	PROJECT DESCRIPTION: The project as 
developed under a feasibility

study conducted by Greeley and Hansen Engineers, proposes the
construction of facilities for a complete water supply system to
 
provide a daily average flow of 56 MGD to Panama City. 
This
 
system will operate separately from the existing Canal Zone

facilities which have supplied water to the city since 1913.
 

The intake works will be located in Madden Lake and the 
raw 	water
pumping station will be near the mouth of the Rio Puente, about

15 miles north of the City. 
A raw water pipeline will deliver
water to the treatment plant located just northwest of the village

of Calzada Larga. 
A treated water pumping station will be located
at the treatment plant to pump water to balancing tanks 
located
 
on the continental divide. 
 These tanks will serve to keep water
flowing evenly and will furnish two million gallons of storage.

This water will 
flow by gravity from the continental divide to a
 
storage reservoir located near Monte Oscuro from where the distri­
bution system will be served by gravity.
 

Operation of this system will require operating personnel only at

the 	treatment plant. 
 The 	raw water pumping station will be operated
by remote control from the treatment plant. Water levels at the
 
surge tanks and storage reservoir at Monte Oscuro will 
be tele­metered to the treativent plant. Thus, control of the entire system

will be centralized at one location.
 

5. 	PURPOSE OF PROJECT: The project will 
meet the urgent need of
Panama City for a new and sizable water supply system which can
satisfy the demands of its 
rapidly growing urban area. 
 Panama City

is presently served by the water utility system located near the
Miraflores locks within the Canal 
Zone territory. From this system,

the Zone has agreed to provide a maximum of 30 MGD out of a total
 
system capacity of 45 MGD. 
The daily use by the City is approaching

the maximum supply available and projections now show that by the
time the proposed project Is ready for operation, demand will

greatly exceed the water supply. 
 It Is thus anticipated that
 

Note: US$ I- Balboa/I
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water-use curtailment will be instituted sometime begining 
in the next year or so. The impact such restriction would 
have is apparent. It is possible that IDAAN may get some 
interim relief from recently discovered underground water 
sources near Tocumcn Airport, but at present no geological 
strdies have been made to determine the extent of such sources. 

6. 	 BACIROUND OF PROJECT: This project is an outgrowth of a feasi­
bility study made by Greeley and Hansen Engineers of Chicago, 
Illinois. The study itself was funded under the A.I.D. Feasi­
bility Study Loan No. 525-L-008. The Study's initial recommen­
dation of a project site at Paraiso, within the Canal Zone 
territory, was determined to be unsuitable, and thus the most 

(This matterreasonable location of Madden Lake was selected. 

is fully discussed in the loan paper.) The Report also recommended
 
an initial capacity of 70 HGD for the new system. This matter
 
was carefully evaluated in terms of cost and of available
 
supply from the Miraflores system, and a final recommendation
 
is made for a 56 MGD average capacity with provision for subse­
quent expansion. The IRR, approved by the CAEC on October 5,
 
1967, was for a 56 MGD system at Madden Lake. This project
 
has been intensively reviewed and approval is recommended.
 

7. 	 ALTERNATE FINANCING: No other source of financing is available. 

8. 	STATUTORY CRITERIA: All statutory criteria have been or will be 
met (See Annex I). 

9. 	 RECOMMENDATION: Authorization of a $15,000,000 development loan 
to IDAAN to assist in financing the engineering and construction 
costs of a 56 MGD water supply system to be located at Madden Lake, 
Panama. Included in the A.I.D. loan will be an smount up to 
$150,000 to finance the cost of rate and management studies. 

(A) Loan Terms. The recommended loan terms to IDAAN are: interest 

at 3W per annum, such interest to be capitalized during the 

5-year grace period, with loan repayment over 25 years. The GOP 

will have the option of receiving the benefits of the two-step 
procedure.
 

(B) 	 Special Conditions: 

(i) 	 Prior to disbursement of funds, for other than engineering 
services, the Borrower shall submit: 

a) 	 evidence of arrangements for a study of IDU3's 
water rates with a qualified firm acceptable to A.I.D.; 
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b) 	 evidence or arrangements for a study of IDAAN's 
organization, administration and operations with 
a qualified firm acceptable to A.I.D.
 

(ii) Prior to disbursement of loan funds for construction, the
 
Borrower shall have: 

a) 	 taken action to the extent of its legal capacity, to 
comply with the recommendations contained in the 
completed study of IDAAN's water rates, and will give 
written evidence that future actions recommended by
 
the 	study will be taken on a prompt and timely basis; 

b) 	taken action in accordance with reccomnendations con­
tained in the completed study of IDAAN's organiza­
tion, administration and operations, and will give 
written evidence that future actions recommended by 
the study will be taken on a prompt and timely basis; 

c) 	 submitted evidence of an agreement, expressed in 
writing with the Panama Canal Company on the volume 
and cost of water to be taken from the Miraflores 
system up to the 1988-1990 period; 

d) 	 developed, ready for implementation, an operating 
and maintenance program for the system serving the 
city of Panama. This shall include the provision 
for facilities, necessary skilled staff and training 
of additional staff as may be required; 

a) 	submitted evidence that the full amount of IDAAN's 
contribution to the Project will be made available 
on a timely basis in order to assure completion of 
the Project within the scheduled period; 

f) 	e.vidence that it has obtained, or will obtain, in 
accordance with a time schedule satisfactory to A.I.D., 
any real property rights including easements and rights­
of-way, required for the Project; and 

g) 	 evidence of an agreement with the Panwma Canal Company 
for the right-of-way on and use of Canal Zone property 
necessary for this Project.
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C) Special Covenants
 

(I) The Borrower will carry out its operating, main­
tenance and staff training program, and provide
 
qualified and experienced staff as may be necessary
 
and appropriate to operate and maintain the Project;
 

(ii) the Borrower agrees to the extent of its legal capa­
city, to accept, Install and enforce the recommen­
dations made under the water rate study financed
 
with the loan funds;
 

(iII) the Borrower agrees to accept, install and enforce
 
the recommendations made under the management study
 
financed with the loan funds;
 

(iv) the Borrower will continue its program of installation
 
of water meters with the view of completing such
 
installation for all connections before commencement
 
of operation of the new water supply plant; and
 

(v) the Borrower shall pay all debts of the Borrower due
 
and owing to the Panama Canal Company within ninety
 
(90) days from the dates of Invoices submitted to 
the Borrower for such debts. ; 
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AID-DLC/P-699I- April 30, 1968 
SECTION I - DETAILED DESCRIPTION OF PROJECT 

A. - SOROWER 

I. Name. Description, Management and Experience
 

The Instituto de Acueductos y Alcantarillados Nacionales
 
(IDAAN) was established by Law 98 of 1961 as an autonomous
 
State Agency with Its own juridical personality, patri­
mony and autonomous internal system. IDAAN began opera­
tions on January 1, 1962. It provides the Republic of
 
Panama with an overall public agency for planning, adminis­
tration, maintenance and management of all matters per­
taining to the supply of water and disposal of sewage. It
 
has sufficient authority to establish rates for which are
 
to be charged for these public services, subject to the
 
approval of the Executive Branch, and isalso empowered to
 
borrow funds In Panama and from foreign institutions up to
 
$45 million with the security and guaranty of the GOP.
 

IDAAN has three major classifications of users: rural
 
(500-2000 people); urban (over 2000 people); and the Cities
 
of Panama and Colon. In Panama and Colon, IDAAN distri­
butes the water received from treatment plants operated by
 
the Panama Canal Company. In the cities of La Chorrera,
 
Chitre, David and Bocas del Toro IDAAN operates the treat­
ment plants and distribution facilities. In the other
 
parts of Panama, IDAAN distributes the water obtained from
 
ground water sources.
 

IDAAN is composed of a Board of Directors and four depart­
ments, I.e., Operation and Maintenance, Design and Study,
 
Administration and Accounting and Inspection. Subordinate
 
to the Board are the Office of the Technical Advisor, the
 
Legal Division, the Internal Audit Division and the Public
 
Relations Office. (Annex II, Exhibit I).
 

The overall management of IDAAN is vested in Its Board of
 
Directors which consists of seven members, the chairman
 
of which is the Minister of Labor, Social Welfare and Public
 
Nealth. The other six members include the Director General
 
of Public Health, Comptroller General, one civil engineer
 
from IVU, one sanitary engineer, and one representative each
 
of the Urban Chamber of Colon and the Panamanian Association
 
of Landowners. Their term In office is four years.
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IDAAN ismanaged by an Executive Director who serves as

its legal and extra-legal representative. The Executive
 
Director isappointed by the President for a period of four
 
years with the approval of the National Assembly. The
 
present Executive Director, Engineer Federico G. Guardia,
 
was appointed in February, 1962 for an 
Interim term which
 
ended on October 31, 1964. 
 He was then reappointed for a
 
new full term which will expire on October 31, 1968.
 

IDAAN 
isconsidered to be one of the best administered
 
Government institutions in Panama. 
 In general, the USAID's

experience has been satisfactory with respect to both the
 
technical aspects of engineering and construction and the

administrative aspects. 
 Some weakness has been noted
 
regarding IDAAN's fiscal management and planning, but steps

are now being taken to Improve this situation, and further
 
provision and more funds will be made available in
connec­
tion with this loan to strengthen the entire management and
 
administrative organization and capability of 
IDAAN.
 

2. Personnel Needs for New SuDply System
 

It is projected that initially, there will be needed appro­
ximately fifty people (superintendent, operators, chemists,

plumbers, drivers, Janitors, etc) to operate the treatment
 
plant and pumping stations. (Annex II, Exhibit 2).
 

To provide the necessary personnel, IDAAN will both hire and
 
train new people and transfer existing staff, where possible
and where such transfer will not jeopardize IDAAN's other
 
operations.
 

IDAAN is
now developing eligibility and Job requirements for

the senior personnel of the new plant and is preparing to

expand its existing training program which It has maintained
 
for Its people on all 
levels. They have provided scholar­
ships and sponsored seminars and short courses 
for the

employees with the purpose of developing the best technical
 
skill among its personnel. 
 For example, pump operators will
be sent to take a course on pumping stations and treatment
 
plant operators and chemical controllers will take a course
 
on water treatment plants, prior to the beginning of opera­
tions. Other lower-level personnel will be assigned to the

various existing IDAAN plants for on-the-job training. High­
level staff will be given post-graduate engineering courses

and short-term courses on various ph3ses of plant operation.
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3. Previous External Assistance to IDAAN
 

a) Assistance from U.S. - Since 1957, the U.S. Government,
 
through both ICA and AID, have made five loans to IDAAN
 
totaling $18,037,596. Four of the loans have been for
 
the purpose of Improving the distribution and collec­
tion of water and sewerage in Panama City, and one loan
 
is for the improvement of drainage In Colon. One loan
 
Is complete, one almost finished, two are under active
 
implementation and one is just commencing. In general,
 
each loan is being implemented Ina prompt and satis­
factory manner. Included as a part of the loan docu­
ments are two maps showing locations of water and sewer
 
lines constructed with assistance of AID loans for
 
Panama City. At the present time, IDAAN is current in
 
Its financial obligations to AID and the Panama Canal
 
Company.
 

Below is listed each AID loan to IDAAN:
 

Loan No. Purpose Date Signed Amount
 

525-B-001 Water/Sewer - Panama City 4/29/57 $ 1,981,996
 

525-L-005 Water/Sewer - Panama City * 2/6/63 6,000,000 

525-L-011 Sewer - Colon 7/16/65 400,000
 

525-L-019 Water/Sewer - Panama City 1/4/67 3,055,600
 

525-L-026 Water/Sewer - Panama City 7/7/67 6,600,000
 

b) Assistance from IDB. IDAAN has received two loans from
 
IDB. The first loan of $2,762,000 signed on May 31, 1962
 
was designed to help finance the expansion and improvement
 
of water supply systems In the smaller urban cities of
 
Panama. Loan funds have been fully disbursed and IDB has
 
concluded that the project works were well planned and
 
properly constructed. IDB's second loan to IDAAN was
 
signed on May 29, 1967 and was In the amount of $3,450,000.
 
The purpose of this loan is to further improve water supply
 
systems for rural and small urban areas, and to expand the
 
sewerage system of ChItre which In Its entirety will benefit
 
about 45 towns. No substantive implementation of this
 
project has been started.
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8. - HISTORY AND BACKGROUND 

Early Period 1903 to 1945
 

The signatories of the treaty of 1903 wera well 
aware of the fact
 
that a dependable supply of potable water was of paramount Impor­
tance to the construction and operation of the Panama Canal.
 
Accordingly, by the provision of Art. 7 of the 1903 treaty the U.S.
 
was charged with the responsibility of building such a system to
 
supply the needs of the Canal and also the needs of the cities of
 
Panama and Colon.
 

In 1910, through an agreement signed by both parties, the detailed
 
procedures for carrying out these obligations were established. The
 
territorial 
limits of the city of Panama were not defined in the
 
treaty of 1903 or in the agreement of 1910, but were Indicated on
 
Map #118 
 in the Annual Report of the Isthmian Card Commission for

1910. These limits were later extended by Decree of April 16, 1917
 
to include all 
areas east of the Tumba Muerto River, which roughly

follows Tumba Muerto Road, or as it It
now officially known Manuel
 
Espinosa Batista Avenue. 
 These limits remained.
 

During the early construction period of the Canal, potable water
 
was furnished by distilling plants at various locations at each
 
side of the Isthmus. These plants consisted of old French conden­
sers, boilers and tanks.
 

Construction of Mt. Hope water purification plant on the Atlantic
 
side was began In 1912 and it was placed in service in 1914. The
 
Miraflores plant on the Pacific side was 
Initiated In 1913 and it
 
was placed in service in 1915.
 

Article 7 of the 1903 treaty, and the agreements of 1907 and 1910
 
while dealing primarily with water, provided that the revenue derived
 
from the sale of water to individuals in'Panama City and Colon would
 
be used to pay for the cost of paving streets in these cities and
 
for construction and operation of a sewer system. 
Ail of this within
 
the territorial limit as per previous paragraph.
 

The water rates were designed to cover debt service at the rate of

2% per annum, amortization of the distribution lines in Panama and
 
Colon, operating and maintenance cost and enough cash to maintain
 
a working revolving fund of $200,000. Anything In excess of this
 
was considered surplus and was utilized for the construction of
 
additional water and sewer lines and street extensions within the 
city of Panama. Extensions of water and sewer system Into the 
suburbs of Panama City was from the beginning a responsibility of 



the GOP. This was necessary 6inco the original 
 qfI4At with #
.1i

U.S. covered only urban Panama City and Colon.
 

The agreement of 1407 provided that obll I vjttht U.'. tto 

applied to the street pavement and maintenance wouid last for10 years while those provlsions which pertain to wster voila cover
50 years or until 1957. For a variety of reasons the COP did
 
not assume responsibility for streets until 
they were transfarrea
 
to Panama in 19145.
 

As early as 1942 the GOP expressed a desire for an earlier return
 
to Panama of the ownership and control of all 
public utilitici

including water, sewer and street. 
 Accordingly several dlscLSSIons
between the two countries were conducted which culminated In the

signing by the President of the U.S. of Executive Order h955 
on

May 16, i945, authorizing the Panama Canal 
Company to transfer all
of these utilities to the GOP. 
 Ownership was to be ,ransferrod to
Panama without any further amortization. However, a period of

transition was necessary and under the 
terms of a new contract a
 
method of operation was established.
 

Management Contract period 1946 
- 1953 

A Management Contract was agreed upon and signed on December 28, 

to take effect on January 1, 1946.
 

Under the terms of this contract it was agreed that existing manage­ment practices and procedures would be continued for an 
Indefinite
 
time without substantial changes except in respect to financial
 
matters. The contract stated that "this 
contract is for the purpose

of making necessary provisions for the continuation of the management

of the water and sewerage systems and of the maintenance, repair
and extension of the street pavements of the cities of Panama and

Colon (excepting certain areas within Colon which remained under the
control of the Panama Canal Company) by the Panama Canal Company

but for the account of the Republic of Panama."
 

With the signing of the contract all 'lights, title and Interest of
 
the U.S.A. 
in and to the water and sewerage distribution and collec­
tion systems in the cities of Panama and Colon were transferred to
the Republic of Panama. 
 At the same time the amortization on the

original capital 
investment within Panama, was discontinued.
 

This contract could be terminated by either one of the parties on
condition that a minimum of three month's notice was given. 
 Panama
exercised this right 
In 1953 and on July 1, 1953 all management

function for all public utilities was returned to Panama. 
 The

three areas 
In Colon known as New Cristobal, Colon Beach and Do
Lesseps were retained by the Panama Canal Company and were
 
transferred to the GOP in 1959.
 

1945 
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C. - COUNTRY TEAM COMMENTS
 

The demand for potable water In Panama City is rapidly reaching

the maximum which con be supplied by the Canal Zone Miraflores
 
Locks System, V.e. 30 MGD. Based on past, present and pro­
jected water usage, It is assured that before the new water
 
plant will be completed at Madden Lake, the demand will be
 
greater than the supply. The need for an adequate supply of
 
potable water Is obvious and is discussed in detail in Section
 
I.F. The Country Team and the GOP have placed the highest

priority on the development of this project and consider it to
 
be vital to the health and well being of not only the City of
 
Panama, but the entire country.
 

D. - ALTERNATE SOURCES OF FINANCING 

On June 1, 1967, both the Export-import Bank and the Inter-Ameri­
can Development Bank advised that they were not interested in
 
financing this project. On February 2, 1968, the IBRD also
 
advised that it was not Interested in financing the project.
 

E. - ENGINEERING ANALYSIS 

I. General Description of Project
 

A new water supply source Is to be developed to provide the
 
additional 
potable water service to the City of Panama necessary
 
to supply Increasing demands from growth and expansion.
 

The new supply will draw from Madden lake on 
the Chagres River
 
about 15 miles north of the City, and will augment and partly

replace existing service being provided by the Panama Canal
 
Company water system from Miraflores Lake in the Canal. Only

the Intake facilities will be located in the Canal Zone. 
The
 
new system will provide a firm average day supply of 56 million
 
gallons per day (MGD) as 
the first stage of an ultimate 212 MGD
 
system. This Initial average day supply of 56 MGD is expected
 
to meat the demand of Panama City up 
to the year 1980 while the
 
ultimate system Is intended to meet needs projected for the
 
year 2020. 
After 1980, the borrower may purchase an additional
 
23 MGD from the Panama Canal Company thus providing a 79 MCD
 
average-day supply to meet the projected demand through 1988 with
 
the first stage facilities. Madden Lake access and water rights

will be negotiated by the Government of Panama with the Panama
 
Canal Company. The evidence of such rights will be required as
 
an Initial condition precedent of the loan. 
All other properties

will be subject to exercise of eminent domain rights within the
 
Republic of Panama. 
The project will consist of the following
 
components:
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1. 	Intake structure inMadden Lake
 
2. 	73 MGD (Maximum day flow) raw water puMing station
 
3. 	54-inch conduit from Pump Station to Treatment Plant
 

(about 110 meter elevation) (2,000 yds.)
 
4. 	Electric power transmission line (5 miles) and sub­

station (5 MW)

5. 	73-MGD treatment plant and pumping station, adjacent
 

to Madden Lake
 
6. 	54-inch conduit from Treatment Plant (7,300 yds) to
 

continental divide (About 134 meters elevation)
 
7. 	500,000 gallon balancing tank at crest of continental
 

divide 
8. 	54-inch gravity conduit from continental divide (10,200 yc
 

of City (about 55 meters elevation)
 
9. 	10 million gallon storage reservoir at edge of City
 

10. 	 66-inch transmission conduit to distribution system
 
connection at intersection of Tocumen & Transisthmian
 
Highway (1,000 yds)
 

11. 	 48-inch trunk main from above intersection to Rio Abajo
 
(1,900 yds)
 

12. 	 36-inch trunk main from above Rio Abajo line to
 
La Carrasquilla (3,300 yds) 

13. 	 24-inch trunk main from above La Carrasquila l ine 
along Via Espaa to Hotel El Panama intersection 
(2,350 yds) 

14. 	24-inch and 12-inch (900 yds) trunk mains from existing
 
system at Automobile Road along 4th. of July Avenue to
 
connect with existing system serving old west end of
 
Panama City.
 

Note: All distances noted abovc are approximations.
 

These facilities plus engineering, Interest during construction and
 
special rate and management studies have an estimated cost of
 
$23,000,000 of which the borrower will contribute $8,000,000 (Refer
 
to Annex II Exhibit 3 and Exhibit 4. . A loan from AID
 
in the amount of $15,000,000 is requested inorder to complete
 
financing of the project. All land payments will be made from
 
the borrower's contribution. All other facilitis will be paid
 
from loan funds and borrower's contribution on a relative per­
centage basis proportionate to respective input. Electrical and
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mechanical equipment, metal piping and valves, all steel
 
and rubber products, and engineering and other professional

services will be purchased from the United States at an

estimated cost of $13,200,000. All other items will be
 
produced and purchased in the Republic of Panama at an esti­
mated cost of $9,800,000.
 

2. Engineering Plan
 

(a) Technical Feasibility
 

The technical and economic feasibility of the project was studied

by the engineering firm of Greeley and Hansen, Chicago, Illinois,

under contract to the Government of Panama. 
Their report was

published 
in February 1967, and subsequently supplemented in

January and February 1968. 
 Official memorandae of discussions

and correspondence (Annex II, Exhibit 5 
) between the USAID and
 
the Panama Canal 
Company provide additional data on the likely

alternative projects and reflect the concurrence of the Panama

Canal 
Company with the project for which financing Is requested.
 

(I) Demand:
 

The City of Pan,'iais the principal urban center and is the
capital of the Republic of. Panama. 
The City is presently

expanding to the north and east along corridors served by

the highway across the Isthmus to Colon and by the highway

to Tocumen International Airport. Present water supply

is obtained from the Panama Canal Company under arrangements

dating from the construction of the canal. 
 The allocated
 
portion of the present source near Miraflores Locks and
 
its main supply conduits Into Panama will be fully engaged

to capacity in 1968 as 
the borrower completes various

expansions Indistribution piping now underway. 
With
 
additional population requesting service and with expected

Increases in rates of domestic and commercial consumption

(possibly to 99 gallons per capita per day by 1983), 
Panama
 
must have an additional source of water soon, 
if growth

of this urban center is to continue.
 

(ii).Capacity:
 

The consulting engineers recommended a larger first stage

of 70 MGD average day supply with cost estimated at $sor9,
(distribution lines, special studies and subsequent further
 
upward cost revision for inflation not included) designed

to meet estimated needs of 1988, a design period of 20 years.

The design period for the project as finally agreed to is
 
reduced to 12 years (1980) in order to minimize 1n1ttt*
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(.Annex II Exhibit 6 ). The 56 MOD plant will 
effectively double the presently available supply
and the additional 23 MGD of the existing Panama 
Canal Company supply could be available to bring

the overall system to 79 MGD average day capacity,
 
when required.
 

(iii) Analysis of sources
 

With a high rate of rainfall and hilly terrain,
 
many low volume catchment areas are available for
 
local use within the areas ini.ich expansion of
 
the system Is anticipated. However, these local
 
surface flows and ground water aquifers are ina­
dequate for expected demand, and consideration,
 
has therefore, been given to a unified urban
 
system which could draw upon surface runoff of
 
one or more of the major river basins accessible
 
to Panama City. The engineering report considered
 
the Pacora and Bayano Rivers to the east, the
 
Panama Canal 
to the west, and the Chagres River
 
to the north of the City.
 

Several possible projects from these rivers were
 
considered and found generally technically feasible.
 
The apparent best projects on the basis of cost are 
a raw water Intake on either the Canal above Pedro 
Miguel Locks (Paraiso), the Chagres River at its 
conflux with the Canal reservoir (Gamboa), or the 
Chagres River In its reservoir above Madden Dam 
(Madden Lake). 

The 56 MGD project at Paralso would in effect be
 
an expansion of the existing MIraflores system and
 
was the project recommended (next recommended was
 
Madden Lake site) by the engineer with a first cost
 
of $14,488,000 (not including distribution, special

studies and further revision for inflation) and an
 
average annual cost of $2,058.000. However, the
 
Panama Canal Company has subsequently advised that
 
improvements are expected to be made in the Paraiso
 
area of the Canal within the next 15 to 20 years In
 
order to accomodate Increasing ship traffic (See

Annex II, Exhibit 5 ). These improvemencs are
 
expected %o require re-siting of the proposed

pumping facilities at that tima and disruption of
 
water service. Considering possible other hazards
 
of disruption of operation at Paralso by passing

ships, the borrower, the Panama Canal C manv and
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(iv) Rates
 

The Panama Canal Company through the Mirafiores
 
system presently delivers 23 MGD average day
 
flow and 30 MGD of water to IDAAN at maximum day
 
flow for a price of 9.34 per 1,000 gallons.
 
IDAAN customers In Panama City presently pay
 
for water at the following rates on bl-monthly
 
billings:
 

for the first 34,000 gallons - 450/1000 gal.
 
for the next 306,0Dgalions - 404/1000 gal.
 
for amount over 340,000 gallons - 350/1000
 

gallons
 

The new system will cost IDAAN an average of 13.5
 
cents per 1,000 gallons through 1980. After debt
 
services are completed in 1998, IDAAN's costs on
 
the new system will drop to operating costs of
 
6.0 cents per thousand gallons. Average cost of
 
new system through 1998 is 12.3 cents per thousand
 
gallons. (Refer to Annex II Exhibit 7).
 

As the borrower must carry the fixed charges and
 
as the Madden costs per thousand gallons declines
 
rapidly as the use thereof increases, it is
 
planned to serve all of the City from the new
 
source upon its completion. IDAAN will be in the
 
unusual and valuable position of having conside­
rable reserves available from the Panama Canal
 
Company system. However, as an operational
 
question the IDAAN must study and discuss with
 
Panama Canal Company the comparative costs of
 
maintaining reserves or service of an average
 
23 MGD for use some time after 1980 versus the
 
possibility of operating wholly from the new
 
source and Incurring additional capital costs for
 
expansion in 1980, earlier than would otherwise
 
be necessary without Panama Canal Company reserves.
 

(v) Hydrology of Proposed Project
 

The proposed project to be financed by the requested

loan will draw a maximum of 224 Acre feet per day
 
and an average of 172 Acre feet per day from Madden
 
Lake. The ultimate proposed Installation would draw
 
a maximum of 850 Acre feet per day and an average of
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650 Acre feet per day from the Lake. Based on
 
records of the past 70 years, this Lake could have
 
supplied these amounts of water during all 
seasons
 
of record, The Lake also supplies energy for
 
generation of electric power for the Panama Canal
 
Company system and Its discharge forms a portion
 
of the reservoir upon which is based the draft and
 
number of lockages on the canal. The Panama Canal
 
has indicated its willingness to allow the necessary

withdrawals and provide right-of-way to the borro­
wer at no cost.
 

(vi) Electric Power
 

A control center for the project will be installed
 
at the treatment plant. All operating facilities
 
will be telemetered to this control center. 
The
 
Government of Panama (IRHE) is Installing a 37.5
 
MW generating plant at Las Minas Bay on 
the Atlantic
 
side. This power will be available in 1968 and
 
transmitted across the Isthmus through existing

power transmission facilities of the Fuerza y Luz
 
Company (a subsidiary of American Foreign Power
 
Company). Electric Power (5 MW) for telemetering

and for operation of the pumps and the treatment
 
plant will be supplied by running a connector some
 
five miles to the existing 13.8 KV transmission line
 
of Fuerza y Luz on the Trans-isthmian Highway. Addi­
tional generation is needed before supply of power
 
can be considered firm. The GOP is negotiating

financing of an additional thermal plant at Las Minas
 
and of a hydro plant on the Bayano River some 50
 
miles east of Panama City. The additional plant at
 
Las Minas could be available by 1971 If financing

is arranged in 1968. The requested IDAAN project
 
will include several diesel generators at site,
 
sufficient for operational needs of the first two
 
years and for purposes of reserve thereafter.
 

(vii) Cost/Benefit
 

The proposed Madden Lake project compared with the
 
most reasonable alternatives, the Gamboa project,
 
represents the better possible alternative. The 56
 
MGD Madden Lake project has a first cost of
 
$17,291,000 and an average annual cost of $2,254,000.
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56 MGD Gamboa has a first of $20,269,000 and an
 
average annual cost of $2,487,000 (costs used here
 
are those from the engineering report of January
 
1968 for purposes of comparison see Annex II
 
Exhibit 8).
 

(viii) Estimate of Cost
 

The estimates of costs for materials and for cons­

truction services are based on data from works of a
 

similar type and differing magnitude performed re­
cently in Panama under competent engineering manage­

ment. Costs were determined at 1966 price levels and
 

were projected 14% as a contingency for possible price
 

increases and design refinements during the cons­

truction period 1968-1970. An additional 5% has
 

since been added to compensate for possible price
 

increases through 1971. The estimate contains an
 

additional 10% finally for overall contingencies.
 
$150,000 has been added for professional services
 
to perform a management and water rate study and
 

$13,000 has been added for short-term participant
 
trainees in operation and maintenance. 1% of Cons­

truction Costs ($168,000) has been added for start
 

up costs, spares, maintenance equipment and faci­

lities. The estimate is well reasoned and is judged
 

adequate. Estimates noted for comparative purposes
 
do not include the above adjustments for contin­
gencies, management,maintenance, nor training costs.
 
Refer to Annex II Exhibit 4).
 

(ix) Distribution
 

The engineering study of the recommended project
 
provides connection of supply to the distribution
 
system at the projected load center of expected
 
growth of the City. Sections of the Canal Zone are
 
included for purposes of this study.
 

As the system will be supplied from a new point,
 
additional trunk mains are required to provide balanced
 
flow. The consulting engineer has designed an
 
overall network to meet expanding needs of the next
 
few years. The project for which funds are requested
 

will provide one sector of this network, a new pipeline
 

from the Intersection of Tocumen and Trans-Isthmian
 
Highways through the center of the City to the Hotel
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El Panama providing interconnections to the exist-

Ing pipe network along the way.
 

A transmission link is Included to tie in'the three

sections of Santa Ana, San Felipe, and Chorillo at
 
the West end of Panama City, while the engineering
 
report did not recommend this link until 
1990,

subsequent studies have shown Its immediate econo­
mic and technical feasibility. With an average
 
consumption of 8.2 MGD through 1980, IDAAN will
 
save some $ 103,500 per year by serving these areas 
from the new source kAnnex II Exhibit 9 ). 

(x) Drainage
 

With the completion of some $7 million worth of sewer
 
piping which Is starting with AID assistancs in
 
1968, most of the City will have sewer service.
 
Additional service must be provided in due course as
 
housing developments are put in and squatter areas
 
are improved. However, the additional water supply

proposed by this project should not exert undue
 
pressure on the sewage collection system.
 

(xi) Meeting Section 611
 

Adequate engineering studies have been carried out
 
to determine all pertinent factors on which con­
sumption demand is stated and projected. Preliminary

engineering studies have clearly established the
 
capacity, location, composition and cost of the
 
recommended project and Its feasibility. The Madden
 
Lake project will not be adversely affected by any

of the treaties now under discussion between the
 
Governments of Panama and of the United States.
 

(b) Engineering Plan for implementation of Project
 

(I) Surveys
 

Topographical and property surveys must be performed

to locate facilities on property maps and to 
Indicate
 
features which will influence costs such as volumes
 
and types of rock and earth. The routes for the
 
transmission conduits must be surveyed to determine

with precision the best alignment and contours to be
 
followed. Good maps of the are are available 
from the Government of Panama mapping service (Carto­
grafla) at a scale of 1:25,000 with 5 meter contour 
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intervals. The preliminary siting and routing

have been developed from these maps. The trans­
mission conduit will parallel the Trans-isthmlan
 
Highway for some 7 miles from the village of
 
Alcalde Diaz. Accurate records of the profile
 
of this highway and aerial photographs of the
 
entire route to a scale of 1:5000 are available.
 
Field surveys will be carried out on the ground
 
from the Lake to the highway at Alcalde Diaz to
 
obtain topographical information to a more precise

degree on the order of one meter intervals or
 
less where required. The entire route will be
 
surveyed for right-of-way and foundation borings
 
will be taken for all structures.
 

Sufficient experienced personnel and survey equip­
ment are available in Panama to carry out these
 
surveys under the direction of the project engi­
neering firm.
 

(i) Design
 

The design of the system Is fairly straight-forward.
 
Host of the operating facilities will be similar to
 
installations In the southern United States. 
While
 
it Is expected that the Government of Panama may
 
concern Itself with sufficient right-of-way and
 
water rights for the ultimate system, only the
 
intake structure and the raw water pumping well will
 
be sized at this time above the nominal size of the
 
project for which loan funds are being requested.
 
The intake structure will be designed and built at
 
this time for ultimate 276 MGD maximum day service
 
in order to accomplish significant economies in
 
tunnel construction. The treatment plant site is
 
presently accessible by a road adequate for cons­
truction purposes and subsequent operation.
 

The design will place the transmission conduit above
 
ground in order to lower first cost and to facili­
tate maintenance,. Trunk mains will be below ground.

No concrete pressure pipe of this nature has yet

been produced in Panama; however, larger diameter
 
steel pipe has been produced locally in small
 
quantities for the small Yeguada hydroelectric plant.
 
Alternate bids will be taken for concrete and welded
 
steel pipe, lined and protected with coal-tar enamel.
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Specifications will be prepared with stringent

requirements for testing and inspection. 
The
 
design work will be in terms of U.S. standards and
 
specifications of the American Water Works Asso­
ciation. A minimum standard road will be built
 
alongside the water transmission line for perma­
nent access purposes.
 

The electric power transmission line and substa­
tions will be designed to standards of the Fuerza
 
y Luz system which is comparable with U.S. systems
 
.for similar service. Auxiliary generators will be
 
installed at the treatment plant to provide reserve
 
for 50% of maximum demand.
 

Trunk mains within the City will be placed under­
ground. The transmission link to the Western end
 
of the City will require careful analysis of the
 
working pressure which the old piping can accept.

Pressure reducing valving may be required.
 

Panama has a small nucleus of well trained engineers

which is generally not expanding at a rate corres­
ponding to needs of the development program. A
 
number of these engineers have been employed on
 
IDAAN staff and have pprformed detailed design

work on expansion of the distribution system In
 
Panama City with consultation and review by a U.S.
 
engineering 'firm. The IDAAN engineering staff has
 
also designed small water systems for some 57 towns
 
and villages under financing from the Inter-American
 
Development Bank.
 

This process has resulted in production of designs

and bid documents for urban distribution piping of
 
gradually increasing and generally acceptable com­
petence, and has developed for IDAAN an ability to
 
design and install works on 
its own In its conti­
nuing program for towns and villages, and to reach
 
sound management decisions on their general program.

However,'this staff development within IDAAN has
 
resulted In duplication of certain engineering

costs, diffusion of responsibilities, and some delays
 
in performance. IDAAN does not presently have suffi­
cient staff capacity nor the experience to prepare

detailed design -nd specifications for the reco­
mmended project. IDAAN recognizes the need to supple­
ment its own organization with Job related consdlting
 
services.
 

The services of a qualified U.S. consulting engineering
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firm probably with local associates will be
 
engaged by IDAAN with the responsibility to
 
prepare detailed designs and specifications,
 
analyze bids, recommend awards, and monitor
 
construction on behalf of IDAAN. During
 
construction, the consulting firm will
 
function as construction contract management
 
agent for IDAAN in inspecting construction,
 
preparing change orders, certifying vouchers and
 
other contract documents for subsequent action
 
by IDAAN. 12% of the estimated construction
 
cost is allocated to engineering services.
 

() Construction
 

All items to be imported are commnonly available in
 
the United States and are items inwhich the U.S.
 
is able to compete effectively in Panama. Most
 
equipment and materials required can normally be
 
obtained with reasonably short delivery schedules.
 
The pumps, the transformers, insulators, large
 
valves, and hydraulic and electric controls are
 
among the items which will require a fairly long
 
period for delivery. However, all items should be
 
obtainable as required to meet the projected
 
schedule for construction.
 

As the increasing demand requires prompt completion
 
of this project, the project will be bid and awarded
 
In relatively large construction packages, pre­
ferably with one, but possibly with two to three
 
prime contractors.
 

The consulting engineering firm will prepare forms
 
for and will evaluate qualification of bidders. Due
 
to the size of the project it is probable that
 
Panamanian contractors will need to bid in consor­
tium with major U.S. contractors whose interest will
 
be solicited. A qualified member of the consulting
 
engineering firm will be retained as advisor to the
 
plant operator to start up and direct operations of
 
the new system for a period of six months after
 
completion.
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(Iv) Management
 

The IDAAN distribution system isbeing doubled In
 
extent through several projects now underway. In
 
1969, IDAAN expects to move into a new central
 
office now under construction. With the completion
 
of the now supply system in 1972, IDAAN will have
 
added some $39 million inplant in5 years and will
 
be serving an increase of some 15,000 customers over
 
the same period. Much of this Increase will be
 
related to changing patterns of land usage due to
 
urban growth and expansion.
 

While IDAAN has a nucleus of well-trained professio­
nals, they are faced with a considerable problem in 
building their organization during this period and in 
carrying out and administering an appropriate rate 
structure for fiscal responsibility. $]A 000 Is 
allocated inthe estimate for the services of quali­
fied management consulting and water rates firms
 
which will carry out an operation and methods study

and a rate study for IDAAN and assist it Incarrying
 
out the recommendations. These services are antici­
pated to extend over a period of 12 to 15 months
 
beginning inthe first year of the project. A
 
reconnaissance report of management needs was prepared

InOctober 1965 by the Pan American Health Organiza­
tion and will be considered by IDAAN Indeveloping
 
the scope of services for management consultants.
 

$13,000 isallocated Inthe estimate for the assign­
ment of IDAAN personnel for short-term participant
 
training courses Inthe United States inplant ope­
rations and maintenance of water supply system.
 

(v) Time table
 

The sequence of probable'progress on this project is 
noted inchart form at Annex II Exhibit 10. In 
general, It Isexpected that IDAAN could solicit pro­
posals for management and for engineering services
 
at the time the loan isauthorized and could negotiate
 
a contract for engineering services within three
 
months of receipt of proposals or by the date of
 
signing of the loan agreement, whichever Is later.
 
Detailed designs should be available for bidding pur­
poses about 17 months after the engineer receives
 
notice to proceed.
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About three months would then be required for
 
receiving bids and signing the contract. Cons­
truction would be carried out over a period of
 
22-24 months.
 

This schedule covers a period of 42 months from

notice to the engineer to proceed and is considered
 
reasonable provided no unusual difficulties are
 
encountered In negotiations, In procurement, or in
 
the field. Given the need to bring this new supply

into early service, it Isanticipated that IIDAAN
 
will aim to meet this schedule.
 

This schedule would place the new supply in service
 
in early 1972. Forecasts of demand for water indicate
 
that, with supply limited to the existing 30 MGD
 
through that date, some 10 MGD of growth in demand
 
will have to be suppressed until the new system comes
 
into service. IDAAN is presently drilling a number
 
of test wells to determine if itwill be possible
 
to meet a portion of this increasing demand during
 
this period.
 

3. Maintenance
 

IDAAN is presently responsible In Panama City for water and
 
sewer trunk lines, several water reservoirs, and pumping

stations. Operations and maintenance are conducted from
 
one central area at which are small workshops and parking

area for vehicles and equipment, a meter repair shop, a
 
warehouse with spares and supplies, offices with a radio
 
telephone system for dispatch of work crews, a large storage

yard Inwhich is kept a small stock of pipe for use in
 
repairs and connections, and an accounting center for meter

billings and service connecons. The accounting office will

be moved to the new 
IDAAN building upon Its completion.
 

The present organization consists of some 200 personnel, 20

trucks, I crane, pumps and tools, and a small 
stock of spares

additional equipment, shops and materials are available and
 
are purchased from the local market If required. The annua;

operations and maintenance budget runs about 4% of fixed
 
assets and is buJgeted at $1,367,000 for 1968.
 

Personnal skills are adequate; however, the operation is

somewhzc inefficient. By U.S. standards the shops are not

well laid out nor well equipped. However, commercial 'hop

facilities are available and have been used where necessary.
IDAAN has amply demonstrated Its competence Indealing with 
emergency maintenance on the existing system, especially on 
water mains, and has an adequate history of maintenance of 
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meters. 
 Progress is being made in developing records
of piping and valving installed inearlier years;

isa pro-requisite to planned maintenance. 

this
 

The present superintendent of IDAAN operations and
maintenance has been nominated to attend a special

course In system management whlch will be held this
summer at the University of Akron, Ohio under AID
sponsorship; four more participants will be sent for spe­cial 
short training in plant ojerations and systems
maintenance during the period of project construction.
 
Special attention will be given 
in this training to
development of preventive maintenance and, in consulta­
tion with the project engineer, re-organization to cope

with demands of the new system.
 

Funds are 
included in the estimate for construction and
equipment of small workshops at the treatment plant, for
a supply of spare parts adequate for i-year operation,
for radio telephone equipped vehicles 
to service the new
system, startup materials, and salaries of operating
personnel in training during final 
12 months of construc­
tion.
 

The staffing and budget proposed by IDAAN and their con­sultant for operations and maintenance of the new system
are considered adequate. 
Maintenance of the electric
 power facilities will be contracted to Fuerza y Luz or
other competent group. 
The consulting engineer will be
required to develop with IDAAN an 
Integrated maintenance
plan for the entire Panama City system as a condition
precedent to disbursement for construction costs.
 

F. ECONOMIC ANALYSIS
 

I. TrendsDuring the Alliance Period
 

Panama's economic performance during the period of the Alliance
thus far has been very Impressive. On the average, annual
Increases in GNP exceeded 9 percent from 1960 to 1966. 
 (See
Annex II, Exhibit II ). Notwithstanding this rapid growth,
price level Increases were minimal, averaging I percent annually.
Thus, Panama's real per capita growth, despite a population
increase of over 3 percent, well exceeded the Alliance growth

target of 2.5 percent annually.
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Supporting this growth were a substantial expansion of
 
credit and domestic savings, vigorous private investment
 
activity, and considerable increases in the country's
 
capacity to Import, supplemented by a strong flow of
 
,axternal financial resources. In terms of growth, the
 
leading sectors were manufacturing; banking, Insurance and
 
real estate; transport and communication; and the contruction
 
sector. The agricultural sector retained Its position as the
 
most important contributor to GNP and, Itself, grew at a
 
moderately high rate due in large part, however, to substan­
tial Increases in the production of bananas.
 

The fiscal performance of the Central Government was generally
 
good with marked Increases In revenue resulting from a major
 
tax reform in 1964. Central Government consumption expen­
diture, however, showed considerable increases as well.
 

2. Current Situation (1966-1968)
 

(a) General
 

In 1966, GNP in current prices Increased by well over 10
 
percent. Most significant was an over 40 percent Increase
 
in gross fixed i[vestment.
 

Domestic credit continued to expand rapidly with impressive
 
increases In domestic time and savings deposits contri­
buting significantly to the banking system's credit po­
tential.
 

Country-wide, in spite of a large increase in the labor
 
force, unemployment was reduced from 7.4 percent in 1965
 
to 4.9 percent in i966. Unemployment in the Metropolitan
 
Area (primarily Metropolitan Panama City and Colon) was
 
reduced from 12.4 percent in 1965 to 8.3 percent in 1966.
 
Underemployment increased moderately in the Metropolitan
 
Area to 12.9 percent in 1966. (See Annex II, Exhibit 12).
 

Available data concerning Panama's economic performance In
 
1967 are sketchy, but appear to indicate a continued high
 
growth at a high level though likely lower than that of
 
1966. Incomplete data point to an expansion of domestic
 
credit on the order of that of 1966. Compared to the
 
performance of recent years, growth In commodity exports
 
appears to have weakened but the Important receipts from
 
travel and from services to the Canal Zone may have compen­
sated, to an extent, in terms of over-all growth in gross
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foreign exchange earnings. Growth incommodity Imports
 
appears to have slackened but was the result, in part,
 
of a slow-down in crude petroleum imports during a perldd
 
coincident with a temporary interruption of refining
 
operations for normal maintenance; and likely the result,
 
as well, of increased production of Import substitutes.
 
Data on capital goods imports through the second quarter
 
indicate the possibility of capital goods Investment of
 
a slightly greater magnitude than the high level attained
 
T 1966. Finally, this high level of capital goods
 
.nvestment in 1966 was likely felt in a further strong
 
expansion of industrial production in 1967.
 

Since 1968 is an election year, economic decisions may be
 
more cautiously made and some investment decisions may

be postponed until the political situation Is clarified.
 
In early 1968, however, business confidence remains high
 
and, barring unforseen circumstances, a continued high
 
rate of economic growth (although again at a lower rate
 
than that of 1966) can be expected.
 

(b) Investment
 

Investment expenditure in Panama has been increasing at a
 
rate well above the average rate of Increase in GNP. Gross
 
investment expenditure in Panama as a percent of GNP has
 
compared quite favorably with the Latin American average.
 
(See Annex II Exhibit 13).
 

In 1966, investment activity In Panama was Intense. Cons­
truction and capitai goods investment shared nearly equally
 
in generating an increase of over 40 percent in gross
 
fixed Investment. This sharp Increase was almost entirely
 
attributable to the private sector. While no doubt the
 
result of several factors, including Incentives in the form
 
of Import restrictions, the marked Increases in private
 
Investment which have taken place since 1964 would not
 
have been possible without the climate of stability which
 
has prevailed since.
 

It would seem unlikely that the sharp rate of Increase In
 
private sector Investment In 1966 could have been maintained
 
in 1967. Rather, it is expected that 1967 data will show
 
an increase, but at a somewhat reduced rate.
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Fixed investment in the public sector declined
 
over the few years preceding 1966. In 1966
 

public sector fixed Investment decreasedslightly from
 
the 1965 level. One reason for this performance lies
 
in the fact that a not unsubstantial sum of public
 
sector capital outlays take the form of financial
 
Investment channeled to the private sector through
 
industrial and agricultural credit and mortgage opera­
tions of the public sector. These sums do not appear in
 
the national Income accounts totals, nor do they appear
 
on a gross basis In public finance publications.
 

According to Planning Office estimates, a substantial
 
increase (over 50 percent) in fixed Investment outlays
 
of the public sector should have taken place in 1967
 
over the 1966 level of 20 million. Planning figures for
 
1968, based on the project "pipeline", indicate another
 
large increase in public sector fixed Investment outlays
 
to some $40 million. However, with attention focusing
 
on the political campaign and with a change In admlnis­
tration to follow, this planning level may be somewhat
 
optimistic.
 

(c)Public Finance
 

The revenue performance of the Central Government, as a
 
result of a major tax reform in 1964 and improved adminis­
tration, has been excellent with Income and profits taxes
 
gaining in relative Importance to other revenue. During
 
the early 1960's Central Government revenue was Increasing
 
at a rate below that of GNP. But by 1966, this trend had
 
been reversed with revenue increasing by 16 percent over
 
the 1965 level and with Income and profits taxes alone
 
Increasing by 34 percent. In 1966, income and profits taxes
 
represented 30 percent of the Central Government's ordinary
 
revenue, comparing quite favorably with the 15 percant
 
average of the five other Central American countries.
 
According to preliminary data, ordinary receipts for 1967
 
increased by over 12 percent to $112.7 million. (See
 
Annex II,Exhibit 14 ). 

Expenditure, however, has generally remained abreast of
 
increases In revenue. Thus, while small 'ordinary" budget
 
surpluses were registered In 1965 and 1966, a small doficit
 
(less than $1 million) was registered in 1967, according to
 
preliminary data. Although this Increase inordinary expen­
diture has been to a degree, Indirect or indirect support
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of development (e.g. along with qualitative Improve­
ments, both the Planning Office and income tax staffs
 
have been doubled since 1964), It has also been clear
 
that fiscal restraint would have to be exercised. This
 
apparently was accomplished in 1967 when ordinary expendi­
ture was held below the amount budgeted.
 

Ordinary expenditure of roughly $130 million has been
 
budgeted for 1968 (revenue In 1967 was 112.7 million).
 
Since itappears that the rate of increase In Income
 
and profits tax collections tapered off somewhat In 1967
 
(according to unofficial estimates) as did the Increase
 
in ordinary revenue as a whole, restraint in Central
 
Government consumption expenditure will probably have to
 
be exercised in 1968 to assure the commitment of budgeted
 
amounts for capital outlays and to keep ordinary expen­
diture and revenue In reasonable balance. Since 1968
 
Is an election year this may prove te be somewhat diffi­
cult.
 

Debt Repayment Capacity
 

At the end of 1966, the funded debt outstanding of the
 
Central Government was $125 million. Service payments
 
against this debt amounted to $11.8 million. Payments
 
against the floating debt of the Central Government,
 
another $3.2 million, brought total debt service payments
 
to some $15 million, or 15 percent of ordinary revenue.
 

Of the total funded debt of the Central Government In 1966,
 
some $69 million represented external debt. Service payments
 
against this debt amounted to $5.5 million. Inaddition,
 
public autonomous Institutions owed some $25 million
 
(against $40 million authorized) In directly contracted
 
external debt, and made service payments of $1.4 million.
 
Thus, in 1966, public sector servicing of external debt
 
amounted to $6.9 million, less than 3 percent of gross
 
foreign exchange earnings.
 

In 1967, the external debt of the public sector (Central
 
Government and autonomous agencles) is estimated to have
 
Increased by a net of some $15 to $16 million and external
 
debt service payments to have Increased to a total of
 
over $8 million.
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(d) Balance of Payments
 

A well-defined trend in Panama's balance of payments
 
accounts, over the years, has been a relatively
 
sizeable and growing trade deficit which has been
 
largely off-set by a growing services surplus with the
 
Canal Zone. The net result in 1966 was a current
 
account and transfer deficit of $26.4 million.
 
(See Annex II, Exhibits 15 , 16 and 17 ).
 

In 1966 commodity exports, led by bananas, Increased
 
by 12.4 percent over 1965's level. Incomplete data for
 

1967 Indicate that commodity exports may have Increased
 
at a somewhat lower rate. The primary reason for this
 
anticipated slackening In the growth of exports in 1967
 

stems from a decrease inexports of petroleum products
 
resulting from a normal shut-down for maintenance of the
 
refininq facility. This, to a large extent, will have
 
neutralized for an Increase in exports of bananas of
 
about 10 percent. With an expansion of refining capacity
 
scheduled for completion in the summer of 1968, exports
 
of refined petroleum will likely pick up during the
 
second half (as will Imports of crude petroleum). Banana
 
exports should continue to register Increases, although
 
not on the order of recent years. No significant boost
 
In the export total can be expected from Panama's
 
secondary exports, with the possible exception of fishmeal
 
and citrus products, the latter resulting from a recently
 
established processing plant.
 

Of Panama's gross foreign exchange earnings in 1966,
 
60 percent originated from services, primary among which
 
were travel receipts and earnings from services rendered
 
to the Canal Zone. The services category, as a whole, can
 
be expected to have generated Increases In foreign exchange
 
earnings in 1967 and, barring unforeseen circumstances, to
 
do likewise in 1968. This conclusion Is based on expected
 
Increases in receipts from tourism and from services to
 
the Canal Zone.
 

The net result of this current account activity in 1967
 
was likely a small to moderate increase over Panama's
 
1966 current and transfer account deficit of $26.4 million.
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The deficit in 1968 will probably show another Increase,
 
the size of which will be dependent in large part on
 
the rate of growth in travel receipts and on the comple­
tIon of the refinery expansion project.
 

Panama's current and transfer account deficit has been
 
financed primarily by private direct Investment and
 
official loans from abroad as well as by net increases
 
in the foreign liabilities of the banking system.
 

Having increased to roughly $13.8 million in 1966, net
 
disbursements (net of amortization payments) from foreign
 
official loans accounted for a substantial portion of the
 
financing of the current deficit . In 1967 net disbursements
 
from foreign official loans were estimated to have Increased
 
to $17.2 million with another Increase projected for 1968.
 

Macro-Economic Summary
 

Panama's economic performance during the Alliance period has
 
been excellent. Current prospects for further growth at high
 
levels are good, but the rate of growth will probably not continue
 
at the level achieved In 1966.
 

Since early 1964 when confidence was at a low ebb, the Government
 
of Panama has undertaken a major tax reform, has established a
 
"climate" conducive to strong private investment activity, and
 
has carried out an impressive array of social and economic
 
development projects.
 

As was pointed out in the October 1967 document prepared by

the ClAP Secretariat, "the overall growth and fis.al record
 
in Panama since 1960, although not without its problems, is
 
one of gratifying progress justifying vigorous international
 
support for future development efforts."
 

3. Relation of Protect to U.S. Assistance Strategy
 

The project Isconsistent with the emphasis on programs to
 
Improve economic and social conditions In the large urban
 
centers of Panama stemming from M.O. 1612.83.1 and the report
 
of the Panama Review Team. It Is one of a series of projects

designed to contribute to the orderly and efficient growth of
 
Panama City.
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AID has financed a project (001) and Is currently financing

several others (005, 019) extending water linesto new
 
areas of Panama City. The continued growth ofthe city,
 
its ecoQmic potential and, more fundamentally, the health
 
of Its 6:habitants, depend on an adequate supply of
 
potable *bter.
 

This project has not been developed within the context of
 
a comprehensive metropolitan development plan, since one
 
does not as yet exist. However, the water supply facilities
 
proposed will serve virtually any metropolitan development
 
pattern which can be foreseen during the next 15 years.
 

4. Anticipated Water Demand
 

(a) Population
 

A projection of present population trends indicates that
 
the estimates presented In the Greeley and Hansen report
 
are conservative. A study recently prepared by the
 
University of California indicates that the population
 
of the country may be between 2.7 million and 3.0 million
 
by the year 1990. At present, the urban population repre­
sents about 40% of the population of the country. The
 
University of California study projects this percentage
 
to 62.3-66.3% by the year 1990, with a total urban popu­
lation between 1.7 and 2 million.
 

At the present time, Panama City Constitutes about 60%
 
of the urban population of the country. It is anticipated
 
that this proportion will still apply in 1990 if the canal
 
is at or near its present location, in view of the major
 
role which the canal plays In the country's economy. A
 
prediction of 1.0 million to 1.2 million population for
 
Panama City for the year 1990 seems realistic; therefore,
 
the 829,000 projected by Greeley and Hansen seems conser­
vative.
 

In a similar manner, a projected population of 2.1 to 2.5
 
million may be expected by 2020, rather than the 1.76
 
million projected by Greeley and Hansen.
 

(b) Per Capita Consumption
 

Per capita water consumption in Panama City has Increased
 
from 71.2 gallons per day In 1960 to 86.0 gallons per day

In1965.
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This Increase isattributed to Improvements in the
 
distribution system and Increased use of washing
 
machines and other water-using appliances. At the
 
present time, IMAAN isextending water mains to new
 
areas of the city with AID financing. It is anti­
cipated that this will bring water Into many houses
 
which have heretofore relied on public taps and thus
 
result in additional Increases in per capita consump­
tion.
 

Greeley and Hansen predicted an Increasing level of
 
consumption up to 120 gallons per capita per day in
 
2020.
 

Considering Increasing per capita Income and increasing
 
Industrialization and incomparison with zohie estimate
 
of 140 gallons per capita per day In United States
 
cities in 1950, this figure seems conservative.
 

(c) Total Expected Demand
 

On the basis of projections of population and per capita
 
water consumption, Greeley and Hansen predicts total
 
water consumption as follows:
 

Year Consumption - MGD
 

1970 38.0
 
1980 58.0
 
1990 86.0
 
2000 121.0
 
2010 164.0
 
2020 212.0
 

This table Indicates that the proposed 56 MGD facility
 
will be adequate by itself to supply demand until 1980,
 
and with an average daily supply of 23 MGD from the ira­
flores plant, as at present, will meet average demand until
 
about 1988. At this point, or sooner if population and/ 
or per capita consumption have been underestimated, a 
second stage facility must be built. (See Demand/Supply 
Chart, Annex II, Exhibit 18 ) 

(d) Distribution of Demand
 

While the population projections for the years 1990 and 
2020 seem to be fairly reasonable, we have some reservations 
about tk3 population distribution pattern projected by
 

the consultants.
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I. Population densities appear to be excessive.
 
Gross densities assumed for residential areas
 
are 60, 200, and 400 persons per acre In low,

medium and high density areas, respectively.
 
These are comparable to densities 
in New York
 
City apartment complexes such as Parkchester
 
and 	StuyvesantTown, and do not take Into
 
consideration the problems or 
the 	potentials

of a tropical climate, nor do they allow for
 
adequate automobile parking space.
 

2. 	Insufficient area 
Isallowed for recreational
 
uses. 
 The land use projection for 2020 assumes

488 acres for this purpose, whereas for the
 
projected population 2800 acres of recreational
 
uses should be provided.
 

3. 	There Is as yet no comprehensive plan for the
 
development of Panama City. 
 It is expected that
 
a comprehensive plan program will be initiated
 
within the next six months and completed in two
 
or three years, with AID financing.
 

In view of the density questions and the imminent devel­
opment of a comprehensive urban plan for Panama City,

it is recovmmended that only those distribution lines be
built under the loan project which are necessary to connect
 
the 	new supply to the existing system and to supply expan­
sion needs for the next three or four years. These Hines
 
are 	Identified in Section I.E.
 

5. 	Aspects of Water Supply
 

(a) Existing Situation
 

Panama City now receives its water supply from the

Panama Canal Company under a commitment which pro­vides a maximum of at least 30 MGD. Up to 15 MGD of 
a total maximum capacity of 45 MGD from the Mira­
flores plant are considered to be necessary to meet 
the 	requirements of the Canal Zone on the Pacific
 
side.
 

The 	City is very close to using Its maximum allocaticn
 
at the present time. Three days during the past month,

thirty million gallons or more were pumped to Panama
 
City from the Hiraflores plant. While more than
 
thirty million gallons a day may be provided If the
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Canal Zone does not utilize its full share, this
 
cannot be guaranteed to be available. Assuming

normal Increases in demand, therefore, It is 
virtually certain that before a new system c.r, be 
designed and built, the City will be short of 
water and some form of rationing or restricted 
supply will have to be imposed In the next year or 
so. 

(b) Justification of Additional Supply
 

As stated above, the existing water supply will likely
 
not be adequate even to serve the needs of Panama City

while a new facility is being designed and built. The
 
continued growth of the city depends on 
the availa­
bility of an adequate supply of pure water. As the
 
national population continues to Increase, a larger

and larger proportion of the population must be supported

by Industrial and other non-agricultural activities.
 
Because of the canal, 
Industry and commerce will tend to
 
concentrate In the vicinity of Panama City. 
The planning
 
of the Panama-Colon metropolitan region must consider
 
alternative urban patterns which will disperse the popu­
lation to a number of smaller cities. Under any alter­
native, however, Panama City would have a population
 
much larger than at present.
 

From a more positive perspective, large volume of pure

water isone of Panama's most valuable resources, c-ne
 
which should be exploited in planning the future deve­
lopment of the country. Itmay be possible in this way

to attract Industries inwhich the quantity and quality

of water are critical factors.
 

A new water supply for Panama City is thus not only a

necessity to maintain the present growth pattern, but an
 
opportunity to stimulate additional 
future growth and
 
economic development.
 

(c) Justification of Size of Facility
 

A 56 million gallon per day water supply system will be
 
adequate by Itself to supply the anticipated demand until
 
about 1979. With 23 million gallons per day from the
 
Miraflores plant, the new facility will meet anticipated

demand until 1988. 
 In arriving at a determination on the
 
size of facility to be provided, the lower unit cost of
 
building a larger Initial stage must be balanced against

the higher fixed costs which must be carried for a period

of years during which the entire capacity Is not utilized.
 
A 56 millon gallon per day facility wi I1 be adequte for
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the next 12 to 15 years and at a much lower capital
 
cost, lower fixed debt to IDAAN, and with no higher
 
operating costs. (See Annex II, Exhibit 4 ). This
 
56 MGD system thus provides an optimum balance between
 
initial cost and annual charges and is supported by
 
the Cost-Benefit Analysis shown inAnnex II, Exhibit
 
8..
 

(d) Justification of Madden Lake as-a Source
 

The consultant considered nine alternative possible
 
sources of water supply for the City of Panama, Of
 
these, the Paraiso location demonstrates savings in
 
both construction and average annual costs. The
 
Madden Lake location was second lowest in both cons­
truction and average annual costs. However, an intake
 
system located at Paraiso is not considered to be a
 
reasonable alternative to a system with its intake
 
located at Madden Lake (see Annex II, Exhibit 5
 
Some of the reasons given In the Exhibit are:
 

1. During the height of the rainy season, the water
 
at the present Paraiso Intake, and to a certain
 
extent even at the existing Gamboa Intake, becomes
 
quite turbid, and this increases loading on filters
 
and reduces the effective capacity of the existing
 
Miraflores treatment p;ant to meet the peak demands
 
presently being Imposed.
 

2. Labor costs for operation at either Paraiso or Gamboa
 
could be higher than at Madden Lake since IDAAN
 
operating personnel would be working within the Zone
 
and could be subject to Its higher salary scale.
 

3. It is anticipated that the Canal will be widened
 
sometime within the next 25 years even if a sea level
 
canal were not to be constructed through the present
 
canal area. Stich widening could necessitate the
 
removal of an Intake at Paraiso. Thus Paraiso as a
 
site for a new water system Is only a short-term
 
choice for a long-term project since the system to be
 
constructed will form the principal water supply source
 
for the metropolitan Panama City area with its pro­
jected population of 829,000 by 1990, the period to
 
be served by the proposed new facilities.
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4. Ifa sea levo0 canal were to be constructed along the
 
route of the present canal alinement (and this could
 
well become a reality), this would also require the
 
relocation of the Intake system at Paraiso resulting
 
in disruptions to the water supply service to Panama
 
City.
 

Eliminating Paralso from consideration as a possible
 
water source, Madden Lake then becomes the least
 
expensive alternative and Isthe location recommended.
 

G. FINANCIAL ANALYSIS
 

1. Financial Plan
 

The total cost of the project isestimated at $23,000,000 of
 
which $13,200,000 will be for U.S. procured goods and
 
services and $9,800,000 will be for procurement inPanama.
 
Of the A.I.D. loan, $150,000 wil! be earmarked for the two
 
special studies, rate and management. These services will
 
require 12 to 15 months to complete and such services will
 
be completed before construction commences. A breakdown
 
of the A.I.D. loan and IDAAN input isset forth below:
 

A.I.D. IDAAN
 
US$ LC LC
 

Goods/Services 13,050,000 700,000 7OOO,ooo
 
Special Studies 150,000
 

Total 13,200,000 1,800,000 8,000,000 - 23,000,000
 

The above schedule shows that only a small percentage, 12%,
 
of the A.I.D. loan is to be used for locally procured items
 
and as related to total local costs, the A.I.D. contribution
 
isonly 18.5%. IDAAN's Input to the project amounts to 81.5%
 
of the project's local costs and 35% of the total project's
 
costs. Their contribution will be obtained from a combination
 
of direct GOP budgetary subsidy, sale of GOP bonds, IDAAN
 
operations and maybe some sale of IDAAN bonds. The IDAAN/GOP
 
Input will be made available during the 22-24 month construc­
tion period on a basis proportionate to disbursements under
 
the AID loan Inorder to assure timely completion of the
 
project.
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A schedule of disbursement of the A.I.D. and 
MDAN funds is 
set forth below:
 

Year AID IDAAN 

Ist 
2nd 
3rd 
Final year 

$ 500,000 
5,000,000 
7,250,000 
2,250,000 

B/. 
2,000,000 
5,000,000 
],000O00 

TOTAL $15,000,000 B/. 8,000,000 

2. Borrower's Financial Situation
 

IDAAN has experienced rapid growth over the past few years.
This growth has accompanied the rapid expansion in the
 economy and large urban population increases. Audited
financial figures for 1965, 1966 and November 30, 1967 show
IDAAN's total assets as having grown 13.4% from 12/31/65 to
12/31/66, and by 13.5% during the latest il-month period,
12/31/66 - 11/30/67. 
 During this same period, long-term
debt has 
Increased 19% and 15% respectively. The primary
source of this 
Increase has been inexternal debt from A.I.D.
and IDB. 
 While IDAAN's equity position has also risen, debt
has increased faster, which as noted inthe table below,
shows the debt to equity ratio Increasing from 46.5% in 1965
to 50.5% by the end of November, 1967. 
 This ratio isnot
unreasonable for a utility company.
 

A condensed statement of !DAAN's financial condition is below.
A detailed statement is shown inAnnex Ii,Exhibit 
19.
 



(In Million US$)
 

12/31/65 12/31/66 11/30/67
 

Total Assets 20.9 23.7 26.9 

Fixed Assets 18.4 21.3 24.8 

Term Debt 9.0 10.7 12.3 

IDAAN Equity 2.2 2.9 2.6 

Capital Grants * 8.1 8.2 .9.4. 

% Debt to Equity 46.5% 49 50.5 

* 	 Represents primarily assets transferred to IDAAN when It was established in 

1962. No debt obligations are attached thereto. 
CP 

U, 
"11
fa


CP 
11 
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IDAAN has two sources of Income: (I) Income from water
 
sales and (2) Income from special assessments. (See

Annex II, Exhibit 20 for 12/31/67 Income Statement).

Item #1 Includes sales to the agencies of the National
 
Government and to all other consumers throughout the
 
country, both urban and rural. 
 Present water rates
 
are shown In the following chart:
 

Panama City 
 Cost
 
_(Volume in gallons) (Per thousand gallons)
 

The first 34,000 
 0.450
 
The next 306,000 0.40c
 
Over 340,000 
 O.35o
 
Without meters - per 4000 gallons 
 1.80
 

Colon
 

The first 50,000 
 0.500
 
The next 450,000 
 0.450
 
Over 500,000 
 o.400
 
Without meters - per 4000 gallons 2.00
 

Other Areas
 

Per 5000 gallons 2.00
 

The present rate structure is sufficiently adequate to

permit IDAAN to meet 
Its normal operating and maintenance
 
costs and to cover the existing debt obligations. The
 
Income from the present rate begins to become somewhat
 
thin, however, by the end of 1971 when the debt pressure

Imposed by this proposed loan begins to be realized. The
 
pressure Isdelayed until then since interest on the
 
A.I.D. loan is to be capitalized during the 5-year grace

period of the loan. 
 To prepare for the Increased financial
 
obligation, there is Included inthis loan provision for
 
$150,000 to carry out water rate and management studies.
 
These studies will be completed and Implemented prior to
 
start of construction. The second source of Income item #2

is from special assessments. Such assessments are charged

to all users for new Installations and Improvements to the
 
water and sewerage systems. These assessments are Included
 
in IDAAN's regular water bill to the users.
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It should be noted that IDAAN collects on over 95% of all
 
accounts billed. This Includes 95% collections for the
 
cities of Panama and Colon and almost 99% from the rest
 
of the country. IDAAN Is trying to further Improve Its
 
operations as Isevidenced by the continued Installation
 
of water meters primarily inurban areas of over 2000
 
people (83.5% of all users are now metered-See Annex II,
 
Exhibit '2 ) and the recent change inbillings from
 
every three months to every two months which will subs­
tantially improve the cash flow position of IDAAN. The
 
overall billing and collection operation will be reviewed
 
during the loan-funded management study. Unfortunately,
 
the major collection problem which has faced IDAAN has
 
been the delinquent account of IVU (autonomous GOP
 
housing agency). IVU's overdue account now totals
 
approximately $200,000 and the USAID has several times
 
advised the highest officials inthe GOP of the concern
 
which this gives to the U.S.G. The GOP has responded by
 
including additional funds Inthe new GOP budget for pay­
ment to IDAAN, over and above projected water use for
 
1968. Still, the IVU debt remains a problem which can
 
only be solved by Internal GOP efforts.
 

An abbreviated cash flow statement is shown below. It
 
has been reviewed by IDAAN's auditors, Ernst & Ernst. It
 
shows that while IDAAN can cover all projected costs and
 
debt service, projected rsvenues (income from water sales
 
are based on present rate structure) provide only marginal
 
protection and is believed to be somewhat Inadequate to
 
meet unforeseen expenditures and to provide for some
 
reserve to be used for participation In future capital
 
expenditures. This matter will be addressed by the loan­
funded water rate and manaqement studies, (See Annex II,
 
Exhibit 22 for project financial statements.)
 

IOAAN's present cash flow situation, while adequately

covering all cash needs, has been somewhat uneven thus giving
 
rise to some delays inmeeting bills when presented by Its
 
creditors, including AID and the Panama Canal Company.
 
While its cash avallabl'itles have never been particularly

abundant, it has been r'ufficient, but has been received
 
only four times a year, as noted above. Inother words,
 
IDAAN's practice, which Is now being changed, has been to
 
bill users once every three months. They thus had peaks
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and valleys in money available while bills came In
on a
 
regular basis. Such a practice obviously causes diffi­
culties, particularly when operating on a thin cash
 
margin. To help correct this problem, IDAAN has just

switched to a two-month billing cycle and they expect

that this will help even out their flow situation.
 

A cash flow projection, which Indicates that IDAAN
 
will generate from earnings and special assessments
 
sufficient cash to service anticipated debt, follows:
 



( In Thousands US$) 

Year Net Income 4 Depreciation Debt Service Times 
+ Special Assessment (P & I) Earned 

1968 $ 2,276 $ 1,168 1.95 

1969 2,660 1,595 1.65 

1970 2,684 1,934 1.40 

1971 2,717 2,196 1.25 

1972 3,127 2,429 1.30. 

1973 3,419 3,039. 1.10 . a 

1974 3,736 2,678 1.40 

1975 4,026 2,678 1.50 

1976 4,323 2,657 1.60 

1977 4,661 2,663 1.75' 

1978 5.029 2,556 1.95 

1979 5,424 2,402 2.25 

1980 5,849 2,390 2.45 
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3. Loan Terms and Repayment
 

Loan terms being recomnended are: 3A%Interest, 5-year
 
grace period, 25-year repayment period. This Is consistent 
with the past two A.I.D. loans to IDAAN and Isconsidered
 
not unduly harsh when viewed against the cash flow pro­
jections (showing IDAAN meeting debt obligations at
 
these terms) and when recognizing that this large single

loan falls on IDAAN because it isstarting de novo, with
 
its own treatment plant for Panama City. Too heavy

Interest charges under one such large loan would clearly

overburden IDAAN's capacity.
 

The proposed terms would not, based on projections,

exceed IDAAN's repayment capacity and there is,therefore,
 
every reason to believe that there are reasonable prospects
 
of repayment. The benefits which are expected to flow
 
from the rate and management studies are believed to
 
provide substantial, long-term strengthening of IAAN's
 
fiscal and managerial capability, thus giving further
 
assurance of loan repayment.
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SECTION II - IMPACT ON U.S. ECONOMY 

This project will have a favorable impact on the U.S. economy. 
The private erchitectural-engineering firm will be either U.S. 
or a joint venture of U.S.-Panamanian. The construction firm 
vill be also United States or a joint venture. Additionally, as the 
cost breakdown shows (Annex II, Exhibit 4) a very substantial 
portion of the materials and equipment for this project will be 
procured directly from the United States.* Beyond actual project 
construction, maintenance equipment and spare parts vill be U.S. 
bought. 

SECTION III - COVENANTS AND CONITIONS 

In addition to the usual conditions precedent and covenants found 
in the A.I.D. loan agreements, the following special provisions 
are recomnended for inclusion in this project's loan docments: 

Conditions Precedent
 

1. 	Prior to disbursement of funds for other :than engineering scrvices,
 
the 	Borrower shall submit: 

(a) 	evidence of arrangements for a study of IDAAN's water rates 
with % qualified firm acceptable to A.I.D. 

(b) 	evidence of arrangements for a study of IDAAN'o organization, 
administration anO operations with a qualified firm acceptable 
to A.I.D. 

2. 	 Prior to the disbursement of loan funds for construction, the Bor­
rower shall have: 

(a) 	 taken action to the extent of its legal capacity, to comply 
with the recommendations contained in the completed study
of IDAAN's water rates, and will give written evidence that 
future actions recommended by the study will be taken on a 
prompt and timely basis; 

(b) 	 taken action in accordance with recommendations contained in 
the completed study of IDAAN's organization, administration 
and operations, and will give written evidence that future 
actions recummended by the study will be taken on a prompt 
and timely basis; 

(c) 	 submitted evidence of an agreement, expressed in writing, 
with the Pansma Canal Company on the volume and cost of 
water to be taken from the Miraflores system up to the 
1988-990 priod, 

INCASID
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(d) 	 developed, ready for implementation an operating and main­
tenance program for the system serving The City of Panama. 
This shall include the provision for necessary skilled
 
staff and training of additional staff as may be required;
 

(e) submitted evidence that the full amount of IDAAN's contri­
bution to the Project will be made available on a timely

basis in order to assure completion of the Project within
 
the scheduled period;
 

(f) evidence that it has obtained-or will obtain, in accordance 
with time schedule satiniactory to A.I.D., any real property 
rights, including easements and rights-of-way, required for 
the Project; 

(g) 	 evidence of an agreement with the Panama Canal Company for 
the right-of-way on and use of Canal Zone property and for 
use of Madden Lake water to the extent necessary for this 
Project.
 

COVENANTS
 

1. 	The Borrower will 7arry out its operating, maintenance and staff 
training program, and provide qualified and experienced staff as 
may be necessary and appropriate. 

2. 	The Borrower agrees to the extent of its legal capacity, to
 
accept, install and enforce the recommendations made under the
 
water rate study financed with the loan funds.
 

3. 	 The Borrower agrees to accept, install and enforce the recrm-en­
dations made under the management study financed with the loan 
funds. 
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4. The Dorrower will continue its program of Installation of
!iater meters with the view of completing such Installation
 
for all connections before commencement of operation of the
 
new water supply plant.
 

5. 
Borrower shall pay all debts of the Borrower due and owing

to the Panama Canal Company within ninety (90) days from

the dates of Invoices submitted to the Borrower for such
 
debts.
 

SECTION IV -IMPLEMENTATION PLAN
 

This implementation schedule is based on a loan authorization date
of April 30, 1968 and a Loan Agreement signing date of June 30, 1968.
It is estimated that commencing with initial surveys and ending with
 a finished project, approximately 42 months will have elapsed.

Construction time is estimated to take almost 24 months and some of
the design work up to 17 months. The design and construction phases
 
may, in part, overlap.
 

After the Loan Agreement signing, it is expected that initial
conditions precedent to disbursement will be met during the fourth
quarter of 1968. These CP's will include the signing of an archi­
tectural-engineering contract. 
 It ispossible that the first letter

of commitment for A/E services will be opened late in CY 1968.
 

Presently engineering estimates indicate that the bid package will
be ready for advertising late 
in the third quarter of 1969. In
addition, the rate and management studies will 
be complete by the
early part of the second quarter of 1969, thus clearing the way

for disbursements for construction to begin by late 1969.
 

Given a construction period of 22-24 months, It is estimated that
project completion will 
come at the end of 1971 or early 1972.
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AIN=C I Pae Ilotl 

April 3D. 1968 

C'ECK LIST OF STATUTORY CFMT.'IA 
PANAMA CITY WATER SUPPLY PROJECT 

(Alliance for Progress) 

In the space provided under each item, summarize for each item the 
information or conclusion requested or make reference to the section(s)
of the Capital Assistance Paper, or other clearly identified and 
available document, in which the matter is clearly discussed. 

The 	 following abbreviations are used: 

FAA - Foreign Assistance Act of 1961, as amended by the Foreign 
Assistance Act of 1967. 

App.- Foreign Assistance and Related Agencies Appropriations Act, 
1968. 

NA - Not Applicable. 

Country Performnce 

Progress Towards Country Goals 

1. 	FAA Sec. 208; Sec. 251(b)(1), Sec. 251(b)(5), Sec. 251(b)(6).
 
Extent to which country is:
 

(a) making appropriate efforts to increase food production 
and 	improve means for food storage and distribution;
 

(b) creating a favorable climate for forcig.n nnd domestic 
private enterprise and investment; 

(c) increasing the public's role in the dcvelopmental process;
 

(d) allocating expenditures to development rather than to
 
unnecessary military purposes or intervention in other free
 
countries' affairs;
 

(e) willing to contribute funds to the project or program;
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(f) making 9conomic, social and political reforms such astax collectW improvements and changes in land tenurearrangement, -nd making progress toward respect for the ruleof law, frem of expression and of the press, and recognizingthe importance of individual freedom, initiative, and private
enterprise;
 

(g) adhering to the principles of the Act of Bogota and Charterof Punta del Este, and responding to the vital economic,political and social concerns of its people, and demonstrating
a clear determination to take effective self-help measures. 

(a) The growth inagricultural production in Panama is among thehighest In Latin America. Improvement in food storage and
distribution has been satisfactory and efforts to 
improve

this is continually being made.
(b) The climate for foreign and domestic private enterprise

and investment has been most satisfactory as evidenced by
the very high rate of increase in this area over the past

several years.


(c) The public's role in the developmental process is being
encouraged through many of the AID and GOP programs.

(d) Panama's efforts have been directed to internal economic


development, rather than for military purposes or external
 
intervention.
 

(e) The GOP, in recognition of this project's importance, is

contributing funds for its construction.


(f) Many improvements have been made in Panama during recent
 
years. Best evidence is
seen from country's growth in all
 
sectors of the economy.


(g) Panama isadhering to the best principlea of the Act and
 
Charter.
 

2. 
FAA Sec. 251(b). Information and conclusion on co-untry's efforts
to repatriate capital invested in other countriez by its own
 
citizens.
 

Repatriation of capital invested abroad Is not a problem in Panama.
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Relations with United States and Other Nations 

3. 	 FAA Sec. 620(c). If assistance to a government, existence ofindebtedness to a 
U.S. citizen for goods or services furnished orordered where such citizen has exhausted available legal remedies,debt is not denied or contested by such government or. indebtedness 
arises under an unconditional government guaranty.
 

Panama Is not known to be so indebted to a U.S. citizen.
 

4. 	 FAA Sec. 620(d). If assistance for any productive enterprisewhich will compete in the United States with U.S. enterprise,existence of agreement by the recipient country to prevent
export to the United States of more than 20% of the enterprise 'sannual production during the life of the loan.
 

Not 	Applicable.
 

5. 	 FAA Sec. 620(e)(1). If assistance to a government, extent to
which it (including government agroncics or sttbdivin1ons) has,
taken any action which has the effeci. of jntr,noi1ijrZ-i.r,,

expropriating, or otherwise seizing nwnrr:1ii p or control ofproperty of U.S. citizens or cnti.in:; h:ne!ficially owned bythem without taking steps to dnch-'g".- it:3 ob~j,-nt.ions. 

Panama has 
not 	taken such actions.
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6. 	 FAA Sec. 620(i). Information whether the country permits, or 
fails to take adequate measures to prevent,' the damage or
 
destruction by mob action of U.S. property.
 

Adequate measures by Panama have been and are being taken.
 

7. 	FAA Sec. 620(1). Consideration which has been given to denying

assistance to a government which after December 31, 1966, has
 
failed to institute the investment guaranty program for the
 
specific risks of inconvertibility and expropriation or con­
fiscation.
 

Panama has signed and instituted such an agreement.
 

8. 	FAA Sec. 620(o). If country has seized, or imposed any penalty
 
or sanction against, any U.S. fishing vessel on account of its
 
fishing activities in international waters, which has been given
 
to denying assistance.
 

Panama has not taken any such action.
 

9. 	 FAA Sec. 620(q). Existence of default under any FAA loan to the 
country. 

At the time this paper was prepared, there was no default under
 
any 	 FAA loan to Panama. 

10. 	FAA Sec. 620(t). Prohibition on aid -If country has severed 
diplomatic relations with United ttrjtcr, agreements'uiless 	 have 
been 	negotiated after resumption of relations.
 

Not 	Applicable.
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11. 
FAA Sec. .6O(u). Status of the country on delinquent U.N.
 

obligations.
 

To the best of our knowledge, Panama is not delinquent on any

U.N. obligations.
 

12. FAA Sec. 209. 
Information about multilateral assistance being

furnished to the country.
 

Other international financial institutions are presently providing
assistance to Panama. 
 However, none wished to participate in the
financing of this project (See Section I.D.)
 

13. 
FAA Sec. 620(a)'; App. Sec. 107(a) and (b). 
 Compliance with
prohibitions against assistance to Cuba and any country (a) which
furnishes assistance to Cuba or failed to take appropriate steps
by February 14, 1964, to prevent ships 
or aircraft under its
registry from carrying equipment, materials, or supplies from or
to Cuba; or (b) which sells, furnishes, or permits any shipsunder its registry from carrying items of primary strategic
significance, or items of economic assistance to Cuba.
 
No assistance will be furnished under this loan to the present
Government of Cuba, nor does Panama furnish assistance to such
government. 
Panama has taken appropriate steps to prevent ships
or aircraft under its 
registry from engaging in any Cuba trade.
 

14. FAA Sec. 620(b). If assistance to n rovcriament, existence ofdetermination it is not controlled by *lio intornatLonal Communist 
movement.
 

Panama 
is not controlled by the international Communist movement;
this has been determined by the Secretary of State.
 

UNCLASSIFIED
 



UNCLAPSIFIED 
ANNEX I Page 6 of 17 

15-	 FAA Sec. 620(i). Information on representation of the country
at any international conference when that representation includes 
the planning of activities involving insurrection or subversion 
against the United States or countries receiving U.S. assistance. 

No information exists regarding the representation of Panama at
 
any international conference which Included the planning of
 
activities Involving insurrection or subversion against the U.S.
 
or countries receiving U.S. assistance.
 

16. 
FAA Sec. 620(n); App. 107(b) and 16. Compliance with prohibition

against assistance to countries which traffic or permit
trafficking with North Viet-Nam. 

Panama does not traffic nor permit trafficking with North Viet-Nam. 

Military Expenditures 

17. 	 FAA Sec. 620(i). Existence of determination that the country
is engaging in or preparing for aggressive military efforts.
 

No determination has been made that Panama Is engaging in
or preparing

for aggressive military efforts.
 

18. 	 FAA Sec. 6 20(s). Information and concluzion vheth(,r country
is devoting unnecessary percentage of budget for mi]itnry 
purposes and using foreign exchange for militruy equiTnent. 

Panama is not devoting an unnecessary percentage of its budget for
 
military purposes or using foreign exchange for military equil"at.
 

19. 	 App. Sec. 119. Information on I. : ,untar,,i, -:O 
spent by country for the purchti:;r, ,t'Vrii~ir- . .I :1rr 
equipment.
 

Panama has not purchased sophisticated military equipment.
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Conditions of the Loan 

General Soundness 

20. 	 FAA Sec. 201(d). Information and conclpsion on legality (under 
laws of country end United States) and reasonableness of lending 
and relending terms of the loan. 

AID development loans at terms similar to this loan have been made
 
in Panama. The terms are both legal and reasonable. (See Section 
I.G.3.)
 

21. 	FAA Sec. 251(b)(2); Sec. 251(e). Information and conclusion on 
activity's economic and technical soundness, including inform, 
tion on availability of an application together with assur 
to indicate that funds will be used in an economically an 
technically sound manner.
 

For information on the project's economic and technical soundness,
 
see Sections I.E. and I.F. An application has been received from
 
IDAAN which incorporates to it the feasibility study (plus
 
amendments thereto) by the engineering firm of Greeley and Hansen,
 
Indicating that funds will be used in an economically and technically
 
sound manner.
 

22. 	 FAA Sec. 251(b). Information and conclusion on capacity of 
the country to repay the loan, including reasonableness of
 
repayment prospects.
 

There are reasonable prospects of repayment of this loan. (See
 
Section I.G.3.)
 

23. 	 FAA Sec. 611(a)(1). Information nnrl concluo-lon on rvailability 
of engineering, financial, and othrir plans neccrsary to carry 
out the, assistance and of a rcasonably firm estimate of the 
cost to the United States of the asistane. 

There 	are sufficient plans necessary to carry out this project
 
and a reasonably firm estimate of cost. (See Sections I.E. and
 
1.S.)
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24. 	FAA Sec. 611(a)(2). Necessary legislative action required within 
recipient country and basis for reasonable anticipation such

action will be completed in time to permit orderly accomplishment 
of purposes of loan. 

Only 	legislative action now anticipated is that relating to GOP
 
contribution to the project. 
We have assurances, both In the
 
loan application and orally from the Executive Director of IDAAN
 
that 	such action is assured during the next assembly commencing

InOctober 1968.
 

25. 	 FAA Sec. 611(e). Compliance with requirement that Mission Director
certify, with respect to projects estimated to cost over 
$1 million, as to the country's capability effectively to maintain 
and utilize the project.
 

Certification by Mission Director is found as Annex IV of this
 
loan 	paper.
 

26. 	 FAA Sec. 251(b). Information and conclusion on availability of
financing from othcr frec-world sources, including private 
sources within the United States. 

Financing from other free-world sources, including private U.S.
 
sources, is not available (See Section I.D.)
 

MICLASSIFIED
 



LUNCUASSIFED 
ANEX I Page 9 of 17 

Loants Contribution Towards Achievement of Country and Regional Goals 

27. 	 FAA Sec. 207; Sec. 251(a). Extent to which assistance reflects 
appropriate emphasis on: 
(a) encouraging development of democratic, economic, political 

and social institutions; 

(b) 	 self-help in meeting the country's food 	needs; 

(c) 	 improving availability in the country of trained manpower; 

(d) 	 programs designed to meet the country's health needs; 

(e) 	 other important areas of economic, political and social 
development, including industry; free labor unions, cooperatives
and voluntary agencies; transportation and communication; 
planning and public administration; urban development; and 
modernization of existing laws.
 

(a) AID assistance to Panama is encouraging development of
 
democratic, economic, political and social 
institutions.
 
(b) The growth in Panama's agricultural sector is among 
the highest in Latin America. 
(c) 	Effort is continually being made by-the GOP and AID
 
to improve local trained manpower. 
(d) AID and the GOP have many programs designed to meet the
 
country's health needs.
 
(e) 	 All of AID's assistance to Panama is designed to meet the 
needs of the sectors referred-to in this section.
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28. AA See. 251(b)(3). Information and conclusion on activity's
relationship to and consistency with other development activities,
and its contribution to realizable long-range objectives. 

This project provides an essential element Inthe development 
program for urban Panama City and Is clearly an Indispensable 
component to the long-range objectives of Panama. 

29. 	FAA Sec. 251(b)(7). Information and conclusion on whether or not
 
the activity to be financed will contribute to the achievement 
of self-sustaining growth. 

This 	project isan essential Ingredient for the achievement of
 
self-sustaining growth of Panama.
 

30. FAA Sec. 281(a). Extent to which the loan will contribute to
 
the objective of assuring maximum participation in the task 
of economic development on the part of the people of the
 
developing countries, through the encouragement of democratic 
private and local governmental institutions. 

Although this project does not 
lend itself to carrying out the
 
objectives of this Section of the FAA, many other USAID/Panama
 
loan programs are effective in this area.
 

31. 	 FAA Sec. 281(b). Extent to ih i.l, pr1* . ' : ' th! 
particular ncedr, desires, oaid, , 1:1w': of the" people 
country; utilizes the country's '.,-i .'.,-I r,:.tourcc5 tn 
encournog institutional developmi,t. wifiI iV mopportive of civic 
education and training in gocrrnm nt: hll:. 

The answer given to Item #30 above is equally applicable to
 
this 	Item.
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32. 	 FAA Sec. 601(a). Information and c6nclusions whether loan will
encourage efforts of the country to: 
(a) increase the flow ofinternationa . trade; (b) foster private initiative and com­petition; (c) encourage development and use of cooperatives,credit unions, and savings and loan associations; (d)discouragemonopolistic practices; (e) improve technical efficiency ofindustry, agriculture, and conmerce; and (f) strengthen free
labor unions. 

This project will foster private initiative and competition through
the use of competitive bidding for construction and will Improve
tho technical efficiency of the staff of IDAAN by training in
the operation of a large water treatment plant.
 

33. 	 FAA Sec. 619. Compliance with requirement that assistance to
newly independent countries be furnished through multilateral
organizations or plans to maximum extent appropriate. 

Not applicable.
 

34. 	 FAA Sec. 251(h). Information and conclusion on whether theactivity is consistent with the findings aid recomendations ofthe Inter-American Committee for the Alliance for Progress in
its review of national development activities.
 

This 	activity isconsistent with the findings and recommendations
 
of CLAP.
 

35. 	 FAA Sec. 251(g). Information and conclusion on uc.re of loan toassist in promoting the cooperatLivc movinont in Latin America.
 

Not applicable.
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36. 
FAA Sec. 209, Sec. 251(b)(8). Information and conclusion
whether assistance will encourage regional'developmet programs,
and contribute to the economic and political Integration of

Latin America. 

This project is not of a regional development nature.
 

Loan's Effect on United States and A.I.D. Proram 

37. FAA Sec. 251(b)(4), Sec. 102. 
Information and conclusion on
possible effects on U.S. economy, with special reference to
areas of substantial labor surplus and extent to which U.S.
ccmodities and assistance are furnished in a manner consistent
with improving the U.S. balance of payments position.
 

Almost all of the AID loan funds for this project will be used
for U.S. procurement. Construction will be by private contractor

under competitive bid.
 

38. 
FAA Sec. 601(b). Information and conclusion on how the loan will
encourage U.S. private trado and investment abroad and how it
will encourage privatLe U.S. participation in foreign azsistance
programs (including use of private trade channels and the services

of U.S. private enterprise).
 

Given the large size of this project, it is anticipated that
either a U.S. architectural/engineering firm and construction
company, acting solely or 
In joint venture with Panamanian

firms, will Implement the project.


39. FAA Sec. 601(,). Conclition and supporting informationcompliance onwith the Congrent;ional pl ivy inhnt cnr hcering andprofessional serviccz of U.S. fi-n:2 hu:ii.h't,,I Vfj]itte are tobe used in connection with capital
i'.i.r; to, 
 :n~ximumax extentconsistent with the national intcl.. 

A. U.S. engineering firm will be used 
in connection with this
 
project.
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40. 	FAA Sec. 602. Information and conclusions whether loan will 
permit U.S. small business to participate equitably in the 
furnishing of goods and services financed by it. 

Almost all of the loan funds will be used for U.S. procurement.
 
U.S, small business will be permitted to participate equitably
 
In the project.
 

41. 	 FAA Sec. 620(h). Compliance with regulations and procedures 
adopted to insure against use of assistance in a manner which, 
contrary to the best interests of the United States, promotes or
 
assists the foreign aid projects or activities of the Communist­
bloc 	countries.
 

This project will not promote or assist foreign aid projects or
 
activities of the Communist-bloc countries.
 

42. 	FAA Sec. 621. Information and conclusion on how the loan in
 
providing technical assistance will utilize to the fullest 
extent practicable goods and professional and other services 
from private enterprise on a contract basis. If the 
facilities of other Federal Agencies will be utilized, informa­
tion and conclusion on whether they are particularly suitable, 
are not competitive NrIth private enterprise, and can be made 
available without undue interference with domestic programs. 

Architectural/engineering and other professional services
 
from private firms will be provided on a contract basis.
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43. FAA Sec. 252(a). Total amount of money under loan which is going
directly.to private enterprise, is going to intermediate credit
institutions or other borrowers for use by private enterprise, isbeing used to finance Imports from private sources, or is otherwise
being used to finance procurement from private sources. 

All of the AID loan funds will be used to procure goods and
 
services from private sources. Almost all of the AID loan
 
monies will finance imports from private sources.
 

Loan's Compliance with Specific Requirements
 

'"4. FAA Sec. 608(a). Information on measures to be taken to utilize 
U.S. Government excess personal property in lieu of the procure­
ment of new items.
 

Procurement of commodities will be by the private contractor. 
The availability of excess property will be made known to the
 
procuring parties.
 

45. FAA Sec. 60h(a); App. Sec. 108. 
Compliance with restriction of
 
commodity procurement to United States except as otherwise
 
determined by the President and subject to statutory reporting
 
requirements.
 

Procurement under this 
loan will be limited to the U.S. and
 
Panama.
 

46. FAA Sec. 601 (b). Compliance wiLh 1NO% cm-.nrii.Ly procurement
restriction to prices no hirh0.r t,%n ti,, hurA. price prevailing
in the United States at time of 1.,mf-,:. 

Procurement under the loan will be by competitive bid.
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47. FAA Sec. 604(d). Compliance with requirement that marine in­
surance be purchased on comodities if the host country discrim­
inates, and that such insurance be placed in the United States. 

Marine Insurance will be procured In the U.S., 
where applicable.
 

48. 	 FAA Sec. 60(e). Compliance with requirement that funds not be 
used for procurement of any agricultural bommodity or product
thereof outside the United States when the domestic price of 
such 	commodity is less than parity.
 

Funds will not be used for procurement of any agricultural commo­
dity or product.
 

49. 	 FAA See. 611(b); App. Sec. 101. If watcr or waterprelated land 
resource construction project or program, information and con­
clusion on benefit-cost computation.
 

A benefit-cost computation prepared by the firm of Greeley and
 
Hansen shows this project to be favorable when compared to other
 
reasonable alternatives. (See Section I.E.)
 

50. 	 FAA Sec. 611(c). Compliance vith requirement that contracts for 
construction be let on competitive basic to maximum extent 
practicable.
 

Contracts for construction will be let on competitive basis.
 

51. 	 FAA Sec. 620(f); App. Sec. i0-). w-';tl pIbitio"
against ansistance to any Comilii Ii, 

This 	 loan will not assist any Communist Country. 

52. 	 FAA Sec. 6 20(g). Complince vitmil,~ii,,ilbitJ,,n n an:.t usc of 
assintance to compensate o~mcrr fro- -.'r'rpmrialIrhd or nationalized 
property. 

This loan will not be used to compensate owners for expropriated 
or nationalized property. 
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53. 	 FAA Sec. 612(b) and 636(h). Appropriate iteps that have beentaken to assure that, to the maximum extent possible, the countryis contributing local currencies to meet the cost Of contractual
and other services and foreign currencies owned by theUnited States are utilized to meet the cost of contractual and
other services. 

Appropriate steps have been so taken. 
The U.S. owns no local
currencies that could be used for this project.
 

54. 	 App. Sec. 102. Compliance with requirement that payments inexcess of $25,000 for architectural and engineering services on 
any one project be reported to Congress.
 

Any such payments will be reported.
 

55. 	App. Sec. 104. Compliance with bar against funds to pay pensions,
etc., for military personnel. 

No loan funds will be used to pay pensions, etc., 
for
 
military personnel.
 

56. 	 App. Sec. .06. If country attempts to create distinctions becauseof their race or religion wnrng uncricnr :in grrni;in, personal.or commercial access or other rirhts ol,henrirn nvailrible to U.S.citizens generally, application whirli w-il. 	 bn made in negotiations ofcontrary principles as expresr,] y Cn r-. 

No distinctions on 
the basis of race or religion will be
 
attempted.
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57. 	 App. Sec. 111. Compliance with requiremehts for sequrity clearance 
of personnel. 

All such personnel will be cleared.
 

58. 	 App. Sec. 112. Compliance with requirement for approval of 
contractors and contract terms for capital projects. 

Will 	be complied with.
 

59. 	 App. Sec. 114. Compliance with bar against use of funds to pay 
U.N. 	assessments, etc.
 

Funds 	will not be used to pay U.N. assessments, etc.
 

60. 	App. Sec. 315. Compliance with regulations on employment of 
United States and local personnel for funds obligated after 
April 30, 1964 (Regulation 7).
 

Regulation 7 will be complied with.
 

61. 	FAA Sec. 636(i). Prohibition on financing non-U.S. manufactured 
motor vehicles. 

Loan funds will not be used to finance non-U.S. manufactured
 
motor vehicles.
 

62. 	 App. Sec. 4Ol. Compliance with bar arainst use of funds for
 
publicity or propaganda purpo-eo wvthln Unitcd SLntc-" not here­
tofore authorized by Congress.
 

Loan 	funds will not be used for publicity or for propaganda
 
purposes gitbthne U.S. 

63. 	 IM Sec. 20(k) . If constritctio ' pr'oiuctuiv cn1; Trise where
 
EZIgrcgate valtuc of assistance to 1)(! l'u'niZhocd by United States
 
will exceed $100 million, idcntific(aLion of stattLory authority.
 

Not applicable.
 

UNCLASSIGF-D 



UNCLASSIFIED 
AID-DLC/P-699 
ANNEX II - EXHIBITS
 

April 30, 1968
 

TABLE OF CONTENTS
 

EXHIBIT NO.
 

1. ORGANIZATION CHART OF IDAAN
 

2. PERSONNEL CHART FOR NEW PLANT
 

3. MAP OF MADDEN LAKE SITE AND PANAMA CITY
 

4. PROJECT COST BREAKDOWN 

5. MEMORANDA OF CONVERSATIONS BETWEEN USAID AND PANAMA 
CANAL COMPANY PERSONNEL
 

6. TABLE - ANNUAL COSTS TO IDAAN 

7. COST PER 1,000 GALLONS TO IDAAN 

8. COST - BENEFIT ANALYSIS 

9. TABLE ON COST SAVINGS BY SERVING OLD SECTION OF PANAMA CITY
 

10. PROGRESS SCHEDULE FOR PROJECT
 

I1. TABLE - PANAMA GNP 

12. TABLE - EMPLOYMENT FIGURES
 

13. TABLE - GROSS INVESTMENT FIGURES
 

14. TABLE - DOMESTIC REVENUES AND ORDINARY EXPENDITURES 

15. TABLE - BALANCE OF PAYMENTS 

16. TABLE - EXPORT OF GOODS & SERVICES 

17. TABLE - IMPORTS OF GOODS & SERVICES 

18. DEMAND/SUPPLY CHART
 

19. IDAAN 11/30/67 BALANCE SHEET
 

20. IDAAN 12/31/67 INCOME STATEMENT
 

21. TABLE - WATER AND METER INSTALLATIONS 

22. PROJECTED FINANCIAL STATEMENTS
 



Ir4STITUTQ DE ACUEDUCTOS Y A LCMArRILLADOS Mr10'!A1~.ES 

ORGAN OGR A MA tEN,:I A L 

t Re g', - 1 

(.D.A.A. Il) 

.-J "r,-I.__A 

GE N CRalL-

ASC CR..A 

I A 

-___ j. 

L 

c 'I ALORIAJ 

RELACICIE7 

E'LIA 

FEIDE+E A S(ORN ____'EPO.D IET 0EUD..O'.A, . 

AMA 

CGICN 

MF---I-E47 

-WEGICNI1 
Ii 

tC EON Q 
N!_A INCfSILRS 

CCO 

~-­ a-
S 

StTCCSPOCIN1Lt4 

SRVICIDS_1E. z 
CC 

.t I ST UDI 1-PEC TOREII t.8u 7 1-1C H A 

~L% .I 

IV 

-1,A 1. 
PRA..T 

AaGEP- 1' -1 

(44[4L 



UNCI.ASSeIfIt 
ANNIe x 

PAIAAMA 01Ttl VATL-*Q SL)PPL4 YIII 

WATER Ti~rATMFA*;lT PLANT PaoIo 

ORG-2ARA A0" QAL CH~ART 

C L E RS4eSS I 

AsGsliTAr 

gYrLA 

0 ~.fu~AIO IRIAE 

E0 

fNO 

F--V 

i.FAT l C!iL 

-E 

r 

r ~ ol.;~ V ~-~ 

-- K CA I 



_ _ 

UNCIASS I Fl1E0 
ANNEX I I

P'tAMM CITY~ WATER -SUIPL' EXHIBIT 2 

WATE-~R TREATMAT FLART Page 2 of 2 

O~RaiAW4ZAT1OR&l- C4ART 

CLERK4O ­I*q61 1~ 

CHuIMP PD.ArQg-l CHwvp .1R~ CwaIr2Ml-'- I J 

j4-Lrrr- AcIS ---AWTA -- ST r LADO C'A-P 

- 44a m e-. - s Ct41rINAPIC.TJ j 4 EPF,­

*Ic~f,.r__C A 



EXHIBIT 3
 

Lkteko and*Pi 

./ 
YA" 

....... .' '"Treatec. Water Purmpi~i -­

t -eIa pir4 

0e .. , 

. . 1.I 4 S T W tLOMIT .. "..... 




UNCLASS IFI ED
 

PANAMA REPUBLIC OF PANAMA
 
WATER SUPPLY STUDY
 

ESTIMATED COST FIRST STAGE CONSTRUCTION
 
56 MGD NOMINAL CAPACITY
 

I T E M 

Construction
 

Intake and Intake Tunnel 

Water Transmission Mains 

Raw Water Pumping Station 

Water Treatment Plant and
 

Treated Water Pumping Station 

Stand by Power Generation
 

Equipment 

Water Storage Reservoirs 

Water Transmission Main
 

to Distribution System 

Electrical Transmission Line
 
and substation 


Water Trunk Mains within
 
Distribution System 


Spares, Maintenance facilities,
 
and startup supplies (1%) 


Sub-Total Construction 


Other Costs
 

Management 

Engineering (12%) 

Legal Administration and
 

Financing 

Land 

Participant Training 


Sub-Total Other Costs 


Project Contingencies (10%) 


Total Project Costs 


sa
Interest During Construction smal 


Notes: 
One Balboa - one dollar 

Estimated Cost
 
Madden Lake Project 


Dollars 


415,000 

4,720,000 


919,000 


2,520,000 


175,000 

150,000 


424,000 


141,000 


924,000 


103,000 


115,000 

1,221,000 


127,000 


13,000 


1,196,000 


13,158,000 


32mlio 


Balboas 


830,000 

2,030,000 


394,000 


1,630,000 


14,000 

515,000 


284,000 


95,000 


616,000 


65,000 


35,000 

815,000 


60,000 

145,000 


753,000 


8,281,000 


i 


T 0 T A L S 

Dollars Dollars
 

1,245,000
 
6,750,000
 
1,313,000
 

4,150,000
 

189,000
 
665,000
 

708,000
 

236,000
 

1,540,000
 

168,000
 

16,964,000
 

150,000
 
2,036,000
 

182,000
 
145,000
 
13,000
 

2,526,000
 

1,949,000
 

21,439,000
 

o 21.5 millic
ion 23.0 milllc
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OF AMERICA Page I of 
.	 UNITED STATES 

DEVELOPMENTINTERNATIONALAGE14CY FOR 
TO PANAMAL. S. AID MISSION 

,. 0. Box 
*'IAL A. CANAL ZONL 

MEM0,ANDUM OF CONVERSAT ION 

DATE: October 25, 1967
 

Panami Canal Company, Administration 
Building


PLACE: 

Administrator for
 

Mr. Phillip Glaessnero Deputy Assistant 
PARTICIPA14TS: 	 Capital DevelopmentlLatln America
 

Bureau - AID/W
 

Mr. Kar, Kohler,Jr., Chief Engineer, Latin America Bureau
 
.N, AID
 

Mr. an Cohen, Acting Chief, Capital Development Division
 

USAIDM
 
- USAID -','
 

Mr. Charles Stevens, Chief,Engincerilng Division 


Housing & Urban Development Officer-USAID
 -
Mr. Ronald Peake 
 USAID

Assistant Development Loan Officer 

-

Mr. Jared Wood -


Assistant Director, Engineering 
and
 

Mr. Carl JA;Trowne 

- Panama Canal Company
Construction 


was to obtain Panama Canal Company's
Mr. Browne

The purpose of our visit to 
new Panama City Water
 

the proposed site location for the 

views regarding 	 locating

We discussed In particular the pros and cons of 
Supply Project. 	 Lake.and MaddenParaiso, Paralso/Gamboa
the new water system at 

Mr. Stevens opened the meeting 
by recalling the conversation held 

with Col.
 

the results of that 
outlined understanding of 

Betts on August 24 and our 

meeting (copy of memorandum to the files 
regarding that conversation Is
 

We explained to Mr. Browne that we 
had Included several points
 

attached). 	 Lake site 
24 meeting as justification for the Madden 

discussed In the August 
After outlining the 

In the IRR sent to Washington In early September. in the August 24 as discusscl
for not considering Paraiso,

various reasons was cortect.that our understanding
meeting, Mr. Browne stated 

a water intake systim loc, ted only at 
Hr. Browne further commented that 	 thus, 

assurance of a guaranteed suppIy of ,,ater and 
Paraiso would provide no 	

could nt be. considered 
intake located at Gamboa, Paraiso 

without an alternate 	 ?r. Stevens 
a reasonable alternative to a project 

located at Madden '.ake. 


then noted in agreement that, In selecting a new 
water sy.tem, pi *e consider­

ation must he given to the safety 
and securlty of the water supply.
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Mrorandum of Conversation 

Place: Panama Canal Company, Administration Bldg.
 

Mr. Browne made several further comments which would further support Justification
 
for Madden Lake. They were:
 

1. 	During the height of the rainy season, the water at the present Paralso Intake,
 
and to a certain extent even at the existing Gamboa lntake, becomes quite turbid,
 
and this Increases loading on filters and reduces the effective capacity of the
 
existing iraflores treatment plant to meet the peak demands presently being
 
Imposed. 

2. 	Labor costs for operation at either Paraiso or Gamboa could be higher than at
 
Madden Lake since IDAAN operating personnel would be working within the Zone
 
and could be subject to its higher salary scale.
 

3. 	It is anticipated that the Canal will be widened sometime within the next 25
 
years even if a sea level canal were not to be constructed through the present
 
canal area. Such widening could necessitate the removal of an Intake at
 
Paraiso. Thus Paraiso as a site for a new water system is only a short-term
 
choice for a long-term project since the system to be constructed will form the
 
principal water supply source for the metropolitan Panama City area with Its
 
projected population of 820,000 by 1990, the period to be served by the proposed
 
new 	facilities.
 

4. 	If a sea level canal were to be constructed along the route of the present canal
 
alinement (and this could well become a reality), this would also require the
 
relocation of the Intake system at Paraiso resulting indisruptions to the water
 
supply service to Panama City.
 

The increased volume of traffic using the Canal Is significant. Approximately 52
 
million gallons of water are spilled out to sea for every transit, and more ships
 
are going through the Canal today than were expected until about 1970.
 

Ocean-going vessel traffic over the past seventeen years Is presented below:.
 

Year. 	 Average Ships Daily
 

1950 16.0 
1960 30.2 

July 1967 42.0 
Aug. " 39.5 
Sept. " 38.9 
Oct. 38.0 
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Memorandum of Conversation
 
Place: Panama Canal Company, Administration Bldg. 


-At the conclusion of the meeting, all persons present agreed that, based
 
on the above Information, an intake system located at Paraiso would not be
 
a reasonable alternative to a system with its intake located at Madden Lake,
 
Rational planning at this time for a new system to serve the future needs
 
of Panama City requires consideration and evaluation based on the alternate
 
whi.ch will provide the surest and most positive uninterrupted service.
 

Using the area In the imndiate vicinity of the Canal as a source, the al­
,ternate that could most nearly approach conditions of safety and security of
 
Madden Lake would be that with Its Intake at Gambia.
 

c.c. 	Mr. P. Glaessner
 
Mr. J. Mogellas
 
Mr. H. Ackerman
 
Mr. W. Ketner
 
Mr. M. Eshleman
 
MIss G. Stander
 
Mr. Carl Browne
 
Mr. K. Kohler,Jr.
 
Mr. R. Peake
 

CD: NCohen-dbd/lO/26/67
 
yf/l 0/27/67
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.+\ ., > AGENCY FOR INIERNATICZAL DEVELOPM ENT
 

U. S. AID MISSION TO PANAMA
• .T..; 

r. 0. Vox "J" 

'&$;LOA Com&L 2OtJg 

August 29, 1967.-


EMORANDUM: 

TO: THE FILES i 

-FROR: ' • .*.
 
Norr..arn Cohen
 
Devclopment Loan Officer
 

SUBJECT: Proposed Loan - Panama City Water Supply
 

Betts of the Panama
Charles Stevens, Bill Gardner and I mot with Col. 
Canal Water Authority on the morning of August 24 to discuss the subject 

Ve raised with him several crucial questions.proposal. 


1. The first question dealt with -he maximum amount of water which 
could be obtained from the Miraflores system. Col. Betts advised u; 

that whilu he could not.give.us a definite statement as to thec Zone's 

obligation to Panama City, he believcd that previous statements 
He
indicated that the maximum was 30 million gallons daily (MGD). 


felt that itwas reasonable to assure the City at least 10-20 MGO for
 

an indefinite period, but noted that this projection depended on many
 

factors, such as growth of the demand area, availability of water
 

supply, etc. The maximum cpacity of the system is45 MGD with no 

further proposed expansion, Lnd pumping water at this level, such as 

isbeing done now, leave3 no rom for emergency water needs. 

He stated that should IDAAN wish *'o fully utilize its new system leaving
 

the Zone system as reserve, other factors would have to be considered. 
For any guaranteed water res,,rve, th. re would be certain charges 
involved necessary to cover tic%maintenznce of facilities. Whether 
these charges were borne by the Zone, IDAAN or both, he was not able 
to say.
 

Col. Betts also noted that whcn Panama reouces Its take of water from 
the Zone, the unit cost per 1,000 gallons of plant production would
 

necessarily rise. Whether this increased cost would be passed on to
 

IDAAN for the water which itcontinued to use Is not knok.m.
 

http:not.give.us
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2. tlie then asked Col. Betts if he could provide us with some reasons 
for locating the rc-:w project at ladden Lake and not. at Paraiso. He 
gave the followving reasons: 

a. Damages to and within the Gaillard Cut could affect the 
quality and supply of water to the new systemn, lie noted 
that accidents have occured in the Cut. 

b. Heavier traffic now going through the Canal raises the 
risk of damage, fire and water contamination. There 
recently ws an accident in one of the lock areas which 
caused jet fuel to be dumped into the w.atcr. lie commented 
that the Canal was lucky to have avoided contamination. 

c. There is continuous dredging in the Cut which could cause 
slides affecting the water supplIy and the electric po.er 
.plant. 

d. A new water system at Px.raiso introduces into the Canal 
another critical point which limits the alternatives to 
increasing future capacity in view cf the proposed canal 
Improvments to handle the larger traffic volume. This 
Is a time when all efforts, Panax.danian and U.S. alike, are 
bent to developing ways of increasing the capacity. 

e. The rising volume of traffic in the Canal Zone and the 
larger ships using the Canal affect the ability of the 
Canal Zone to handle the traffic and could affect any 
guaranty of the amount of water needad by the water plant. 
A new water systen- at Paraiso aggravates the current 
situation since at this time the full effect of the increase 
in triffic in the Canal, together with proposed improvements, 
Is still unknown. 

f. Because of the above noted potential problems, Col. Betts 
felt that a new intake works in the Canal area would be 
better placed at Gamboa than at Paraiso. If this were done, 
the cost of a project at Paraiso would be over $24,000,000, 
which is 3,000,000 hijhcr than the 1,Madden Lake project. The 
present Canal system operates with two intakes, one at 
Paraiso and a second at Gamboa. 
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to pump salt water intothere was any planwe as!krd Col. etts if3. 	 satisfactory level
the Canal in tlhe dry sCason in order to maintain a 

reach
of vater for safe passage of ships. 	 1k stated that in order to 

some unknuo;n time in the futurC,the maximurn capacity of the Canal at 
it rn. y be .neces-.ary to puMp in salt water. If this were done, the 

is that salt water would ccule in through the Atlantic side 
probability 

intake works located at Ganboa.
which vould have little effect on.any 

to further investigation and
However, this conclusion is subject 
analysis.
 

cc: Messrs. Buenaan 
Charles Stavens
 
W. H. Ketner
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-Estimated Annual Costs - First Stage Construction
 
56 MGD Madden Lake Project
 
Maximum Use of New Plant
 

Estimated Annual Costs - -lOO
 
Fixed Chemi- Person- Mainte-


Year Charges Power cals nel nance Total
 

1972 640 397 
 196 183 236 1652
 
1973 640 417 205 183 
 236 168?
 
1974 1528 437 214 183 236 
 2598
 
1975 
 1528 457 223 183 236 26237
 
1976 1528 
 476 232 183 236 2655
 
1977 1528 490 240 
 183 236 2677
 
1978 1528 504 257 
 183 236 2708
 
1979 1528 518 263 183 236 
 2728
 
1980 1528 518 263 193 236 2738
 
1981 1528 518 263 
 193 236 2738
 
1982 1528 518 263 193 
 236 2738
 
1983 1523 518 263 193 236 
 2738
 
1984 1528 518 263 193 236 
 2738
 
1985 1528 
 518 263 193 236 2738
 
1986 1528 518 
 263 193 236 2738
 
1987 1528 518 263 193 236 
 2738
 
1980 1528 518 263 193 236 2738
 
1939 1528 518 263 193 236 2738
 
1990 1528 
 518 263 193 236 2738
 
1991 1528 518 263 203 
 236 2108
 
1992 883 263
518 203 236 2108
 
1993 888 518 263 2C3 236 
 2108
 
1994 
 888 518 263 203 236 2108
 
1995. 888 
 518 263 203 236 2108
 
1996 888 518 263 
 203 236 2108
 
1997 888 518 263 203 
 236 2108
 
1998 888 518 263 203 236 
 2108
 

35,000 13,538 6,827 5,211 2,372 66,948
 

NOTES: 
1) Electric Power Average Rate = 1.71 cents per KWH (1972) 1.79 cents per KWH (1980) 
2) Average Chemical Costs (Per Pan Canal Company) = $12.85 per million gallons 
3) Fixed Charges on system including connecdon with trunk main netwoerk, and trunk 

mains required soleley to enable and balance flow from new source. 
4) Fixed charges figures on basis $8.0 million at 6% for 20 years and $15.0 million
 

at 3-1/2 percent for 30 years (5 year grace period). Interest capitalized in
 
both instances.
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UNIT COSTS 
Per 	1O00 gallons
 

The capital cost of the network of trunk mains and distribution
 
piping is regained by assessment against property owners. The
 
capital cost of the supply system and operating costs are
 
recovered from the unit volume rate charged to customers. The
 
portion of the unit volume cost chargeable to the project for
 
which financing is requested is determined as follows. In this
 
analysis the proposed new trunk mains are considered as a
 
portion of the new supply system.
 

1. From starzup in 1972 to capacity In 1979 total projected
 
consumption is 143 billion gallons of water. Over the
 
same period total fixed and operating costs are $19,326,000.
 
This indicates an average unit cost of 13.5¢ per thousand
 
gallons.
 

2. 	At peak production of 56 MGD, maximum operating costs are
 
$1,220,000 per year, which indicates operating costs of
 
6€ per thousand gallons. This also Is the average operating
 
cost.
 

3. 	Over the period of debt service (through 1998) total fixed
 
and operating costs are $66,948,000. Over the same period
 
a total consumption of 531 billion gallons of water is
 
projected. This indicates an overall average cost of 12.5€
 
per 	thousand gallons.
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COST - BENEFIT RATIO 

FOR MADDEN LAKE 

PROJECT 56 MGD 

MAXIMUM USE OF NEW PLANT 

MADDEN LAKE - 56 MGD - MAXIMUM USE OF NEW PLANT 

MADDEN LAKE ­ 56 MGD - MAXIMUM USE OF MIRAFLORES PLANT 

GAMBOA ­ 56 MGD - MAXIMUM USE OF NEW PLANT 

GAMBOA ­ 56 MGD - MAXIMUM USE OF MIRAFLORES PLANT 

1.00 

1.07 

1.10 

1.17 
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COST BENEFIT ANALYSIS
 
Trunk Main Link to Old West End
 

of City
 

First Cost 


operations and Maintenance 


Terms of financing: 


Annual cost = 

Benefits = 

Benefit/Cost ratio = 

$ 150,000
 

4% per annum 

65% at 3-% 
30 year repayment - 5 year 
grace period 

35% at 6% 
20 year repayment
 
Interest capitalized in
 
both instances
 

debt service plus operations
 

and maintenance
 

11,900 + 6,000 

17,900. per annum
 

average daily flow x
 
days per year x net
 
difference in rate (3.34) 

8.6 MGD x 365 x $.033/IOOOG
 

$103,500 per annum 

$103,500/17,900 - 5.8 : I 



MADDEN LAVE PPOJIECT 
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PA NAMA 

GROSS NATIONAL PRODUCT 

i960-1966 

(IN MILLION.,OF DOLLARS - CURRENT MARKET PRICES) 

PERCENT 
YEAR GNP CHANGE 

1960 47.6 -

1961 449. 7 + 10.3 

1962 L° 2.4 + 9.5 

1963 543.5 + 1o.4 

1964 571.6 + 5.2 

1965 630.4 + 10.3 

1966 697.8 + 10.7 

Source: DlrecciCn de Estadlstica y Censo 



PANA,% 

Employment and Unemployment 

(In Thousands) 

Economically 1/ Under- Percent Percent 

Year Active Employed Unemployed E ympeId UnnpRoy]ed Uoner- ye 

1960 346 313 33 NA. 9.5 --­

1963 374 354 20 34 5.3 9.1 

!964 377 352 25 34 6.6 9.0 

1965 393 364 29 28 7.4 7.1 

1966 404 384 20 34 4.9 8.4 

I/ Defined as a person 10 years of age or more seeking employment. 

N.A. - Not available. 

Source: Direcci6n de EstadIstica y Censo, 1967. wX 2 

-I-ch 
0 -­
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PANAMA
 

Employment and Unemployment
 

Metropolitan Area I/
 

(In Thousands) 

Economically 2/ Under- PercenL 

Year Active Empl o,ed Unemplo ved Emn l o,/_e!d Un-'rn!rvcd 


1960 158 135 23 .A. I4.5 


1963 170 153 17 25 10.0 


1964 174 155 19 25 10.9 


1965 185 162 23 21 12.4 


1966 193 177 16 25 8.3 


The Metropolitan Area is comprised of the districts of Arraijan, Capira, La Chorrera, 
part of Cheop, in the Province of Panama; and Colon, Chagres, Portobelo and Santa 

the Province of Colon.
 

2/ Defined as a person 10 years of age or more seeking employment.
 

N.A. - Not available.
 

Source: Direcci6n de Estad'stica y Censo, 1967.
 

Percent
 
Under-Employed 

14.7
 

14.4
 

11.3
 

12.9
 

Panama and 
Isabel in
 

6 ; Mr r­to X z C1 

O ­
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GROSS 

1960 

PANAMA 

I NV ESTMENT&DOME'ST I C 
1960 ­ 1966 a/ 

(M I L LI ONS O F DOLLARS) 

1961 1962 1963 

SAV I NGS 

1964 1965 1966 

Private Sector 
Total 

(of which fixed) 
56.4 
(49.4) 

67.1 
(58.7) 

72.2 
(61.3) 

80.7 
(69.6) 

74.6 
(62.3) 

91.0 
(78.0) 

135.1 
(121.6) 

Public Sector 
Total 

(of which fixed) 
11.4 
(12.0) 

21.3 
(21.7) 

25.1 
(24.2) 

27.8 
(27.0) 

26.2 
(25.5) 

23.1 
(22.1) 

20.1 
(20.5) 

Grand Total 
(of which fixed) 

67.8 
(61.4) 

88.4 
(80.4) 

97.3 
(85.5) 

108.5 
(96.6) 

100.8 
(87.8) 

114.1 
(100.1) 

155.2 
(142.1) 

Gross investment 
As % of GNP 
(PANAMA) 16.6 19.7 19.8 20.0 17.6 18.1 22.2 

Gross Investment 
As % of GNP 
(18 Latin American 

Mpublics) 18.5 19.0 18.1 17.1 18.1 17.6 17.8 

Savings (Domestic) 
As of GNP 

(PANAMA) 8.9 13.9 15.4 15.1 14.2 14.0 17.4 
Qz 
!E<2 

a/ Includes Gross fixed Investment plus change in Inventories 

Sources: GOP National Income Accounts (Census & Statistics) and Latin American Economic Growth Trends (AID),
 

October, 1967
 



PANAMA
 
DOMESTIC REVENUES AND ORDINARY EXPENDITURES OF THE CENTRAL GOVERNMENT
 

( 
1960 - 1967 

IN MILLIONSOF DOLLARS ) 

1960 1961 1962 1963 1964 1_965 1966 1967 7 

ORINARY REVENUES, TOTAL 58.0 62.9 67.6 69.1 75.6 86.5 100.3 112.7 

Tax Revenues, Total 44.3 47.6 54.1 55.0 60.1 69.7 81.4 90.7 

Imports 
Income & Profit 
Property 
Consumption 
Ot1.er 

19.4 
10.8 
2.7 
5.7 
5.7 

20.7 
10.7 
3.3 
6.1 
6.8 

21.5 
14.9 
3.5 
6.8 
7.4 

18.2 
15.6 
3.7 
8.9 
8.6 

17.3 
18.5 
3.9 
11.4 
9.0 

19.6 
22.2 
4.3 
12.6 
11.0 

21.3 
29.7 
4.4 
13.7 
12.3 

24.0 
32.5 
4.5 
14.6 
15.1 

Mon-Tax Revenues, Total 13.7 15.3 13.5 14.1 15.5 16.8 18.9 22.0 

Public Enterprises 
Other 

5.2 
8.5 

6.5 
8.8 

6.9 
6.6 

7.8 
6.3 

8.7 
6.8 

10.0 
6.8 

11.2 
7.7 

13.3 
8.7 

ODOINARY EXPENDITURES 63.7 66.5 67.3 77.2 80.8 86.2 98.4 113.6 

Personnel 
Operation 
Capital Outlay 

34.9 
28.3 
0.5 

36.0 
29.3 
1.2 

36.0 
27.6 
3.7 

40.2 
32.3 
4.7 

42.6 
33.7 
4.5 

45.2 
36.4 
4.6 

58.8 
37.4 
2.2 

62.3 
43.8 
7.5 

a/ usA;oP Estimates based on Preliminary Data 

b/ Excludes payents on Accrued Floating Debt 

Source: Direcci~n de Estadlstica y Censo 
m 
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PANA4A 
BALANCE OF PAYMENTS 

1960 - 1967 
(IN MILLION OF DOLLARS - CURRENT MARKET PRICES) 

0/ b 
196o 1961 1962 1963 1964 1965 1966 - 1967 -

CLTMNT TRANSACTIONS - 33.7 - 27.6 - 22.7 - 25.0 - 15.0 - 22.0 - 26.4 - 30.4 
A. GOODS & SERVICES - 34.4 - 31.6 - 22.6 - 25.2 - 15.2 - 25.9 - 28.3 - 32.9 

11 

1. Exports 

2. irports 

3. TRA"SFER PAYMENTS (Net) 

_.PITAL ACC0U'T 

A. PRIVATE SECTOR (Net) 

123.3 

157.7 

2. 7 

29.4 

14.6 

140.2 

171.8 

4.0 

38.8 

32.2 

175.6 
198.2 

- 0.1 

34.6 

29.8 

195.7 
220.9 

0.2 

30.5 

11.2 

210.3 

225.5 

0.2 

33.0 

6.1 

228.7 

254.6 

.9 

22.7 

10.1 

253.5 

281.8 

1. 9 

31.5 

12.9 

268.7 

301.6 

.5 

34.7 

19.1 

3. 

I. Long-term (.Net) 
2. Shrt-term (Net) 

"LIC SECTOR 

-

15.6 
1.0 

8.3 

-

-

32.6 
0.4 

2.5 

25.6 
4.2 

4.1 

-
13.1 
1.9 

24.8 

2.9 
3.2 

3.7 

-
13.2 
3.1 

7.2 

-

15.4 
2.5 

10.9 

-

21.6 
2.5 

14.5 
1. Loan Disbursements 
2. Loan Repayments 
3. Other 

-

7.8 
0.7 
1.2 

-
-

3.2 
0.8 
4.9 

-
-

8.0 
2.7 
1.2 

-
22.6 
1.2 
3.4 

-

-

8.4 
2.2 
2.5 

-
-

10.6 
3.0 
0.4 

-
-

14.5 
3.1 
0.5 

-
-

17.0 
1.9 
0.6 

fiI 

C. 

WT 

OANGE 

ERORS 

IN MKOETARY RE-

& OMISSIONS 

6.5 

4.3 -

9.1 

11.2 -

0.7 

11.9 

-

-

5.5 

5.5 -

23.2 

18.0 -

5.4 

0.7 -

7.7 

5.1 -

1.1 

4.3 

i 
i/ftvls.d Estimates 

USAID/Panar.a Estimates xm 
-4-- , 

Satsqrc- t reccitn de Estadtstica y Censo; USAID/Panama cp 



PANAMA 

EXPORTS OF GOODS AND SERVICES 

196o - 1967 
(In Million of Dollars - Current Market Prices) 

1960 1961 1962 1963 1964 1965 1966 A/ 1967 k/ 

cr.mort!S 39.35 41.35 59.81 72.55 82.00 92.61 104.10 106.58 

1. 3.n.,ras 18.16 20.13 20.13 25.07 29.13 39.61 44.50 48.29 
2. Lefir d Petroleu= - - 13.85 23.61 24.94 23.07 25.91 21.84 
I. Shi-'ap 4.99 5.85 7.94 6.17 7.40 7.78 9.25 9.33 
i.. Coffee 
5. COc" 

1.11 
0.77 

0.26 
0.51 

1.41 
0.48 

0.39 
0.45 

1.45 
0.38 

0.70 
0.24 

0.60 
0.20 

0.60 
0.16 

6. $t.',r 0.40 0.78 0.53 1.56 2.49 2.12 1.56 2.00 
7- L-eAl>rtS 1.38 1.88 1.92 0.79 0.94 1.20 0.64 .78 
5. Otre 12.54 11.94 13.55 14.51 15.27 17.89 21.44 23.58 

$8397S .97 98.82 115.76 123.12 128.30 136.07 149.40 162.08 

1. Frei5': PI. urance 0.01 0.01 0.03 0.06 0.05 "0.07 0.08 0.09 
Z. Oj,?wr Tra- )Lartaticn 6.42 6.93 8.24 9.5i 12.21 14.62 15.90 17.80 
. Tr#rc 23.09 29.86 34.98 35.01 32.61 38.31 42.34 46.64 
,. 1s- r Ir zi: 2.25 2.50 2.50 2.50 5.27 2.50 2.50 2.50 
S. r,t t 2.38 3.01 3.49 5.66 6.84 7.98 9.15 10.12 
6. 00r SCrvices 47.82 56.51 16.52 70.38 71.32 72.59 79.43 84.93 

TOMll[VIT 123.32 140.17 175.57 195.67 210.30 228.68 253.50 268.66 m > = 

Sotr.*-. Dire-ctcJ de Estedistica y Censo 



PANAMA 

IMPORTS OF GOODS AND SERVICES 

1960 - 1967 
(in Million o' -s - Current Market Prices) 

196 19L 1962 1963 1964 1965 1966 A/ 1967 b/ 

S109.09 123.83 144.34 163.35 167.76 191.77 217.42 233.59 

t. 13.26 
:. t, - 4. $ 2.82 
)1 .a ,,,* 1.05 
1. f4,;*1 : " ", Lv#?ic.,tS 10.81 

. , : *, ;ct~c,l-
$. , i. 0.23 
i. , 11.37 

, 44.65 
*- u" -t,, ,, 24.14 
f. , 0.76 

15.08 
2.80 
1.47 

11.04 
-

0.43 
13.25 
49.34 
30.27 
0.15 

14.65 
3.82 
1.79 

27.C-
(17.' 

0.4-. 
13.80 
51.70 
31.83 
0.79 

15.93 
1.49 
2.17 

37.76 
(33.03) 
0.43 
15.22 
58.37 
31.27 
0.71 

18.35 
1.39 
2.67 

35.47 
(33.72) 
0.55 
16.80 
57.94 
32.12 
2.47 

17.08 
1.78 
2.13 

40.35 
(38.46) 
0.60 
18.15 
69.60 
39.88 
2.20 

18.58 
1.94 
2.09 

47.59 
(46.08) 

1.11 
19.42 
73.86 
49.72 
3.11 

18.22 
2.00 
2.15 

48.04 
(46.12) 

1.09 
23.12 
78.07 
57.75 
3.15 

_,____, 48.61 47.97 5390 57.52 57.74. 62.81 64.36 68.00 

2, 
. 

-
•, 
5, 
I. 

f. 
t 

',,.tmv 
*iu,,-

- ,.w.r4 

13.37 
3.75 
7.07 

12.69 
2.82 
8.91 

14.98 
4.02 
7.44 
10.42 
4.10 
7.01 

17.87 
5.03 
7.15 
9.96 
5.07 
8.82 

17.32 
5.81 
7.88 

11.14 
7.67 
7.70 

16.99 
6.02 
10.31 
10.50 
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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

ALLIANCE FOR PROGRESS 
WASHINGTON, D. C. 20523
 

UNCLASS IFIED 
LA-CAEC/m-68/1:3 

Minutes of Meeting of the
 
CAPITAL ASSISTANCE EXECUTIVE COMMITTEE
 

Thursday, October 5, 1967
 

James R. Fowler, Chairman
 

SUBJECT: PANAMA - Panama City Water Supply - IRR (LA-CAEC/P-68/17) 

The Committee reviewed and approved this IRR as amended by
 
TOAID A-188 and the LA/CO comments.
 

The following comments emerged for guidance luring the
 
intensive review:
 

1. 	The site selection and capacity Issues: The benefit/
 
cost ratio should Justify the selection of the Madden
 
Lake 56 MGD project compared with the most likely alter­
native project. The key question is the definition of
 
the alternative. Therefore, the rationale for the
 
choice of alternative with which Madden Lake is to be
 
compared should be explicitly Justified. All tangible
 
benefits should be considered by the consultant insofar
 
as possible. If the benefit/cost analysis for Madden
 
Lake results In a negative figure and the Country Team
 
nevertheless wishes to support this project, compelling
 
alternative considerations will have to be established.
 
(See Section I.E.)
 

2. Itwas agreed that IIDAAN must be up to date on its
 
recent debt to AID when the loan paper is presented.
 
(See Section I.A.3.)
 

3. 	In view of IDAAN's Involvement In a number of other pro­
jects, the loan paper should discuss IIAAN's administra­
tive capacity to manage the new project. (See Section
 
I.A.2. and 3.) 
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4. The loan paper should demonstrate the financial feasi­
bility of the project and the financial soundness of
 
IDAAN. The financial analyses should examine the
 
adequacy and rationality of rates charged and the cash
 
flow and financial projection should show sufficient
 
earnings to cover debt service, operating expenses and
 
maintenance. Use of surpluses should be accounted for
 
and subsidies noted. The first step loan terms should
 
be justified by cash flow and estimated project life.
 
(See Section i.G.)
 

5. 	The suggested 35% GOP contribution to the project
 
should be maintained as a minimum position and an
 
attempt should be made to secure a higher contribution.
 
(See Section I.G.)
 

6. 	The Bureau of the Budget representative was unable to
 
attend the meeting; however, he offered the following
 
comments on the IRR.
 

a. 
The 	priority of this project vis-a-vis other pro­
jects should be carefully considered. If there
 
were only U.S. $15.0 million of loan funds for
 
Panama, would this loan be recommended. (See
 
Section I.F.)
 

b. 	Why can't this project wait until the Canal Treaty

issue Is resolved? Could Panama do with less water
 
for a time? (See Section I.F.)
 

c. 
BOB 	consideres the 35% GOP contribution to be a
 
minimum goal. (See Section I.G.)
 

d. 	BOB does not accept the Panama Program Memorandum
 
justification of local costs financing. (See

Section I.F.)
 

e. 	BOB questions the administrative capacity of IDAAN
 
to handle the project. (See Section I.A.)
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CERTIFICATION PURSUANT TO SECTION 611 
(e)OF THE
 
FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

I, James Megellas, the principal officer of the Agency for

International Development in Panama, having taken into account,
 
among other things, the maintenance and utilization of projects

in Panama previously financed or assisted by the United States,

do hereby certify that in my judgment Panama has both the finan­
cial 
capability and the human resources capability to effectively

maintain and utilize the capital assistance project, Panama City

Water Supply.
 

This judgment is based upon the Mission's long experience with IDAAN

in the maintenance and operation of previously financed A.I.D

projects. 
There is at present five existing A.I.D. loans to IDAAN,
only one of which has yet to commence implementation. For the other
 
four loan projects, the USAID's records show that each 
is being

operated and maintained in a satisfactory manner. For this proposed

Water Supply Project, there will be prepared with the assistance of
 
an engineering consulting firm, a detailed operating and maintenance
 
program which IDAAN will be required to follow under a covenant In

the Loan Agreement. IDAAN's maintenance program is discussed in
 
Section I E. of the loan paper.
 

Regarding other U.S. assisted projects to Panama, 
it is my opinion

that, 
In general, they are being maintained and utilized in a satis­
factory manner.
 

March 1,1968
 
Date
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DRAFT LOAN AUTHORIZATION
 
Alliance for Progress Funds
 
PANAMA: Panama City Water
 

Supply System
 

Pursuant to the authority vested In the Deputy U.S.Coordlnator,

Alliance for Progress, by the Foreign Assistance Act of 1961, 
as
amended, and the delegations of authority 
issued thereunder, I
hereby authorize the establishment of a loan ("Loan") pursuant to
Part 
I, Chapter 2, Title VI, Alliance for Progress, to the Instltu­to de Acueductos y Alcantarillados Nacionales ("Borrower") of not
to exceed fifteen million United States dollars ($15,000,000) for
United States dollar and local cost of goods and services to assist
in the construction of a new water supply system for Panama City,
such system to be located in the vicinity of Madden Lake and having
a normal capacity of 56 million gallons daily. 
 Included as a part
of this Loan is
an amount not to exceed $150,000 to be used to
finance the cost of a study of water rates 
in the Republic of Panama
and a study of IDAAN's organization, administration and operations,
this Loan to be subject to the following terms and conditions:
 

1. Interest and Terms of Repayment:
 

(a) Borrower shall 
repay the Loan to the Agency for Interna­
tional Development (A.I.D.) in United States dollars

within thirty (30) years from the first disbursement under
the Loan, Including a grace period of not to exceed five
(5) years. Borrower shall pay to A.I.D. In United States
dollars on the disbursed balance of the Loan interest of

three and one-half (3) percent per annum, such interest
 
to be capitalized during the grace period.
 

(b) 
If prior to the end of the grace period the Government of
Panama ("Government") so elects, Borrower shall fulfill

Its dollar obligation under the Loan by paying the Govern­ment in the currency of Panama the equivalent, determined
 
as of a time and Ina manner satisfactory to A.I.D., of
the United States dollar amounts payable to A.I.D. under
 
(a) above and 
In such event the Government shall pay to
 
A.I.D.:
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(I) The equivalent in United States dollars, determined
 
as of a time and in a manner calculated to obtain re­
payment of all dollars disbursed plus interest, of all
 
amounts paid to Government as follows:
 

(a) 	All interest Immediately upon receipt subject
 
to Government's right to retain all payments in
 
excess of two (2) percent per annum during a
 
grace period of not to exceed ten (10) years
 
from the first disbursement under the Loan
 
("Government Grace Period") and all payments
 
in excess of two and one-half (2J) percent per
 
annum thereafter.
 

(b) Principal within forty (4O) years from the first
 
disbursement under the Loan, including the
 
Government Grace Period.
 

(ii) Interest in United States dollars of two (2) percent
 
per annum during the Government Grace Period, and two
 
and one-half (2k) percent per annum thereafter on all
 
amounts of outstanding principal paid by Borrower to
 
Government from the respective dates of such payments
 
of principal.
 

2. Other Terms and Conditions:
 

(a) 	Equipment, materials and services (except shipping and marine
 
insurance) financed under the Loan shall have their source
 
and origin in and be procured from the United States or
 
Panama. Shipping financed under the Loan shall be procured
 
from the United States, and marine insurance financed under
 
the Loan shall be placed in the United States with a company
 
authorized to do marine insurance business in any state of
 
the United States.
 

(b) The Government shall guarantee repayment of the Loan in
 
United States dollars.
 

(c) United States dollars utilized under the Loan to finance local
 
costs shall be made available to the Borrower or its designee
 
through the Special Letter of Credit procedure and shall be
 
used only for procurement in the United States.
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(d) 	 Prior to disbursement of funds for other than engineering
services, the Borrower shall submit: 

(i) 	 Evidence of arrangements for a study of IDAAN's water 
rates with a qualified firm acceptable to A.I.D.; and 

(ii) 	 evidence of arrangements for a study of IAIAN's 
organization, administration and operations with a 
qualified firm acceptable to A.I.D. 

Paragraphs (i) and (ii), supra, may be handled jointly or 
severally in satisifying this condition precedent for the
 
purposes of loan disbursement.
 

(e) 	Prior to the disbursement of loan funds for construction, the
 
Borrower shall have:
 

(i) 	 taken action to the extent of its legal capacity, to
 
comply with the recommendations contained in the
 
completed study of ID'MAN's water rates, and will give

written evidence that future actions recommended by

the study will be taken on a prompt and timely basis;
 

(ii) 	 taken action in accordance with recommendations con­
tained in the completed study of IDAAN's organiza­
tion, administration and operations, and will give

written evidence that future actions recommended by

the study will be taken on a prompt and timely basis; 

(iii) 	submitted evidence of an agreement, expressed in writing,

with the Panama Canal Company on the volume and cost of 
water to be taken from the Miraflores system up to the 
1988-1990 period;
 

(iv) 	 developed, ready for implementation, an operating and 
maintenance program for the system serving Panama 
City. This shall include the provision for facilities,
 
necessary skilled staff ana training of additional
 
staff as may be required;
 

(v) submitted evidence that the full amount of IAN's
 
contribution to the Project will be made available
 
on a timely "asis in order to assure completion of
 
the Project within the scheduled period. 

UCLASIF D 
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(vi) 	evidence that it has obtained, or will obtain in
 
accordance with a time schedule satisfactory to A.I.D.,
 
any real property rights including easements and rights­
of-way, required for the Project; and
 

(vii) 	evidence of an agreement with the Panama Canal Company 
for the right-of-way on the use of Canal Zone property and 
for use of Madden Lake water to the extent necessary for 
this Project.
 

(f) The Loan shall be subject to such other terms and conditions as 
A.I.D. may deem advisable. 

Deputy U.S. Coordinator
 
Alliance for Progress
 

Date 

WCOASSIFED
 


